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The Treasury’s Responsibilities 


By SiR HERBERT BRITTAIN, K.C.B., K.B.E. 


This paper was given before the Royal Institute of Public Administration 

in London on 7th November 1960 in the series “‘ Public Authorities and 

the National Economy.”’ At present Chairman of the Iron and Steel 

Holding and Realization Agency, Sir Herbert was formerly Second 
Secretary, H.M. Treasury. 


S I have thought what to say this evening, I have been a bit daunted 
by the immense scope of the task entrusted to me. By virtue of the 
Treasury’s own special functions and of its position as the central co-ordinating 
department in economic matters, its responsibilities extend pretty well over 
the whole economic life of the nation. Moreover, the Treasury is very 
closely concerned in most of what falls within the scope of the three other 
lectures of this course. I may therefore have to plead extenuating circum- 
stances if, at the end, you feel my treatment of my subject has in some 
respects been inadequate. 

May I also at the outset make it plain that in this lecture I am putting 
forward only my own personal views on the responsibilities of the Treasury 
and on the various ways in which those responsibilities can be carried out. 
I must not be thought at any time to be expressing the official views, past 
or present, of the great department in which I had the honour to serve. 

We must begin by trying to answer the question : responsibilities for what ? 


THE AIM OF ECONOMIC POLICY 


The national economy, like the world at large, is never perfect. Certainly, 
at any given moment there is always a multitude of critics—be they economists 
or industrial organizations or sociologists or politicians—calling attention to 
its imperfections and suggesting ways of correcting them. The imperfections 
and the suggested corrections naturally vary from time to time; but even 
at any one time there are often as many opinions as spokesmen. And our 
very extensive economic statistics, when taken together, often give rise to a 
variety of interpretations. However, as the proverb had it, “ in the multiplicity 
of counsellors there is safety,” and it is part of the art of government to 
distil from all these often divergent diagnoses a reasonable, just and practicable 
policy for dealing with known imperfections and maladjustments. : 

Policy, of course, embraces both the end and the means. The end is 
all-important and is, in fact, clearer than the means. I will try to sum up 
what I conceive to be the end to which the Treasury’s policies in relation 
to the national economy should be directed. 

First, we must aim at a balance between the national income (which is a 
measure of the goods and services available to the nation from economic 
activity) and the national expenditure (which comprises the nation’s con- 
sumption and its investment). This balance is necessary if we are to avoid 
instability of prices with its inevitable consequences in social and economic 
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stresses. Note also the reference, under national expenditure, to investment ; 
the balance in our economy must leave room for adequate progress in the 
shape of an expansion of productive and other capital assets and, may be, 
the substitution of new methods, and even new industries, for old. Expansion 
and modernization involve current expenditure with the hope of yielding 
future benefits. Our aim is to maintain stability while this expenditure is 
going on. 

Secondly, this balance must be achieved in ways which, as far as possible, 
satisfy the developing social conscience of the country in such matters as 
full employment, an equitable distribution of wealth, a gradual improvement 
in the standard of living, and the provision of those amenities and opportunities 
which contribute so much to the fullness of life. 

Finally, the balance must be achieved with proper regard to the fact that 
the state of our domestic economy directly affects, and is affected by, our 
overseas balance of payments. We depend for our livelihood on our vast 
two-way trade and our financial relations with the rest of the world and 
they must all be kept healthy. Again, moral obligations, as well as economic 
gain, require us to invest large sums abroad which can only safely be made 
available by surpluses on our current overseas balance. 

That is the aim we must postulate in considering the responsibilities and 
activities of the Treasury. It is clearly a many-sided aim; and conflicts 
are sure to emerge, or appear to emerge, between different aspects of the 
problem. It is for the authorities to decide, at any given time, the relative 
weights to be given to the various considerations involved. 

One point should perhaps be made here. Treasury officials are responsible 
for informing and advising the Chancellor of the Exchequer, who has similar 
responsibilities to the Cabinet ; and the Cabinet in turn has the responsibility 
of informing Parliament and the public of the facts of the situation, of 
expounding policy and, to the extent necessary, of seeking parliamentary 
approval and authority for the measures it proposes to take. But the ultimate 
result of all this activity also depends on something else. It depends to a 
large degree on the judgments and actions of the community generally ; 
that is to say, of individuals, of business undertakings, of industrial organ- 
izations (whether of employers or employed) and of the political parties. 
I need only mention the effects of wages and profit-margins on costs and 
prices. I have no desire to plead alibis in advance on behalf of the Treasury ; 
but if we are to discuss responsibilities it is as well to recognize this quite 
real limitation. 


THE CHARACTER OF THE RESPONSIBILITIES 


In due course we will consider what the Treasury can do, in furtherance 
of its aim, in regard to the various items on both sides of the account of 
the national income and expenditure. But before we do that we must describe 
its responsibilities in more general terms. 

We must note a certain duality in the Treasury’s functions. On the one 
haad it has its own specialized departmental responsibilities such as managing 
the Exchequer and the National Debt, controlling central government 
expenditure, framing the Budget, co-operating with the Bank of England 
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in monetary policy and so on. In a lecture dealing with the national economy 
as a whole I may not dwell much on some of these specialized functions. 
But I must not be thought thereby to be minimizing them. For example, 
it is still of the essence of the Treasury’s functions to control supply 
expenditure. Quite apart from the bearing of economic conditions, it is 
still essential that the Treasury should look at all proposals for expenditure 
and ask whether this or that item is, on its own merits, necessary, prudent 
and generally sensible. Apart from these specialized functions, the Treasury 
has also come to be the central department responsible for advising the 
Government on economic and financial policy generally. For this latter 
purpose it has the function of co-ordinating the policies and activities of 
all departments where they have economic effects or implications. The 
Treasury cannot dictate to the other departments in such matters; but it 
can advise, press and persuade them, and, if necessary, it can take points 
at issue to the Cabinet. 

Generally, the Treasury’s responsibilities take the familiar pattern of 
examination, diagnosis and prescription. 

Examination 

As to examination, it is of the essence of the case that if economic policy 
is to be at all reasonable it must be based on factual information which is 
as up-to-date and as comprehensive as possible. The Treasury is in 
possession of information—and publishes most of it—about the transactions 
of the Exchequer and the National Debt. For the great bulk of other essential 
information about the economy it must rely on statistics published by other 
departments, such as the Board of Trade and the Ministry of Labour, and, 
above all, the Central Statistical Office (C.S.O.), which, as you know, is 
part of the Cabinet Office. The C.S.O., besides being responsible for its 
own statistics about national income and expenditure and the index of 
production, collects and publishes a great mass of information provided by 
other departments. Most of this appears in the Office’s Monthly Digest 
of Statistics, which you will have seen. Its familiar green covers enclose 
most of what is necessary to get a factual picture of the state of the economy. 
The Treasury’s relations with the C.S.O. are, and must always be, particularly 
close. The C.S.O. will always be anxious, on its own account and as a matter 
of professional technique, to improve and extend its services. But the 
Treasury must help by making clear what new statistics are required from 
time to time for the purposes of policy decisions. 

Although they are largely the C.S.O.’s responsibility, new developments 
in public statistics are, when necessary, announced in Parliament by the 
Chancellor of the Exchequer. It may therefore be right for me to say a 
very short word about some recent developments. Over the last two or 
three years much has been done to publish official statistics more quickly 
after the period to which they relate. (You may remember Mr Macmillan’s 
comment in 1956 about the drawbacks of “ looking up a train in last year’s 
Bradshaw.) In particular, all the main items in the national income accounts 
are now published quarterly as well as annually. More recently, the Radcliffe 
Committee gave much attention to the country’s economic and financial 
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statistics and made a lot of detailed recommendations for the publication 
of additional information. Much of this relates to the transactions of the 
Government, the Bank of England, the banks and other financial institutions. 
Some of it relates to non-financial institutions. A start has already been 
made in carrying out some of these recommendations, and discussions are 
going on about the rest with representatives of the undertakings concerned. 
At the same time new enquiries are being made into overseas transactions 
in various fields. These are designed to improve the estimates of the balance 
of payments and to replace information which is being lost as exchange 
controls are eased. Needless to say, the C.S.O. and other departments 
engaged in this work have to rely on—and have indeed received—the ready 
co-operation of a wide variety of business firms. 


Diagnosis 

On the basis of all this information the Treasury must attempt its diagnosis 
of the situation. What is the current trend in the economy? Is there 
increasing pressure on the national resources and, if so, has it reached, or 
does it seem likely to reach, a point at which a serious instability of prices 
is threatened ? Is the pressure general or is it specially noticeable in particular 
sectors or particular industries? Is personal consumption going ahead too 
fast, generally or in some particular direction, and is it in danger of attracting 
resources which would be better employed for investment or export? Has 
it yet had dangerous results in the overseas balance of payments—such as 
an undue expansion of imports or a slackening of exports? Or is the picture 
the converse of this? Are there any signs of such a slackening of demand 
as will lead to under-employment of our resources? Is a pessimistic outlook 
leading to a slackening of enterprise or of the drive to invest? Here again, 
what is happening in the overseas balance of payments? Is the general 
slackening due to a recession in overseas trade and a consequent fall in our 
exports? Is the picture parti-coloured—gloomy in some sectors, but still 
rosy in others ? 

It may be, of course, that the picture is not of an economy clearly tending 
to inflation or to deflation but of one which is in process of changing its 
course from inflation to an incipient deflation or from deflation to an incipient 
inflation. This sort of changing situation is one in which it is hardest of 
all to read the signs aright and to decide which measures are likely to be most 
helpful. 

It is not enough, of course, to draw up the diagnosis in purely general 
terms. If corrective measures by the Government are required we must 
be in a position to know not only of what type but how ambitious or drastic 
they must be. For that purpose it is very desirable to try to evaluate in 
money terms the economic changes taking place; for example, by how 
much is national expenditure getting out of balance with national income ; 
what are the elements leading to this lack of balance ; how fast is personal 
consumption rising or falling ; what is happening to the Government’s own 
expenditure, current and capital; and so on. If we can put figures to the 
answers, even though the figures are no more precise than will indicate 
orders of magnitude and broad relativities within the balance sheet, we 
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shall have taken a big step forward in our diagnosis and be the better able 
to gauge what type and intensity of corrective measures are required. 

We can evaluate the position over, say, the last twelve months, and, judging 
by what we know of the stability or otherwise of the economy during those 
twelve months, we can start from the position that in that period certain 
levels of the constituent items in the national income and expenditure resulted, 
on the whole, in a satisfactory or unsatisfactory state of the economy. Starting 
from there we can project forward known current trends in the various 
items on the income side and on the expenditure side. Putting all these 
together we can form a rough estimate—and it can be no more than a rough 
estimate—of how the balance between national income and expenditure is 
likely to change in, say, the ensuing twelve months and what factors are 
likely to contribute to the change. 

To illustrate what I mean, let us take a quite imaginary situation. Let 
us suppose that national income is expected to increase over the next year 
by £1,000 million; on the other hand, national expenditure looks like 
increasing by £1,400 million, made up of £1,000 million on consumers’ 
expenditure, £250 million on public authorities’ current expenditure and 
£150 million on investment, public and private. That is, expenditure (or 
demand) is likely, in the absence of corrective measures, to exceed income 
(or supply) by some £400 million—which has the makings of a typically 
inflationary situation. Assuming that conditions in the previous twelve 
months have been fairly stable, the problem is to consider how the Government 
can, by compulsion, influence or persuasion, bring the account more nearly 
into balance by eliminating all or most of that excess demand of £400 million. 

It is conceivable that the situation might be just the converse of the one 
just described and be typically deflationary. Against stationary or falling 
income, consumption and investment might be falling so much that total 
demand seemed likely to fall noticeably short of supply. In that case the 
Government’s problem would be to consider where, and how, they could 
secure an increase in demand by the amount necessary to bring the account 
more nearly into balance. 

In between these two cases there can, of course, be a variety of others. 
Any of them may involve, in varying degrees, the question whether it is 
necessary for the Government to attempt to correct a likely imbalance between 
demand and supply and if so where, and how, they shall seek to bring about 
the correction. 

Prescription 
Assume that the Treasury, having made its diagnosis, has decided that the 
general objective of its prescription must be the damping down of demand 
or the stimulation of demand, as the case may be, by sums of a certain order 
of magnitude. The most difficult part of the prescription is still before it. 
On which elements of demand shall it seek to operate? And what means 
shall it use to do so? You are all familiar with the weapons which the 
Government has at its disposal. Some of them are within the Treasury’s 
own departmental responsibilities. For example, it can directly secure a 
reduction or an increase in the current and capital expenditure of the central 
government ; it can through the management of the debt modify the liquidity 
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of the country’s financial institutions; it can, through the terms of some 
of the securities it offers, influence the volume of private saving. To secure 
the use of other weapons it needs the assent and collaboration of other 
departments and authorities; for example, of the Inland Revenue in the 
case of direct taxation, and the Customs and Excise in the case of indirect 
taxation; of the Board of Trade in the case of hire purchase regulation ; 
of the nationauzed industries in the case of their capital investment 
programmes ; and of the Bank of England in the case of monetary and credit 
policies. It goes without saying that the Treasury has to maintain continuous 
and very close relations with these other departments and with the Bank of 
England in all that concerns the state of the economy. 


THE TIMING OF TREASURY ACTION 


So far we have been considering the Treasury’s responsibilities without 
any reference to the time factor and I must now say a word on this. 

The Treasury’s examination and diagnosis of the economic situation go 
on all the year round. In collaboration with other departments it considers 
reports on the situation from various angles regularly and frequently. A 
situation may develop at any time in which the question arises whether 
some corrective action is desirable. It is therefore interesting to note some 
measures which, if the situation justifies use of any of them, can be taken 
at any time. The most notable case is the Bank Rate. Changes in this 
are now made with the explicit approval of the Chancellor of the Exchequer 
and they are overtly the result of full consultation between him and the 
Governor of the Bank of England. They can be made of any amount, in 
either direction and at any time. A further field in which action can be 
taken at any time by the Bank, but again after consultation between the 
Governor and the Chancellor, is, of course, that of credit policy. The 
regulation of hire-purchase terms can be introduced, modified or abolished 
at any time by the Board of Trade. In the tax field certain important changes 
in the incidence of purchase tax can be made at any time. Finally, decisions 
can, of course, be taken at any time over a large field of central government 
current expenditure and investment. 

Those are weapons which, after appropriate consultations, can be used 
at any time. But tue pre-eminent occasion for measures affecting the economy 
is, of course, the Budget, with its consequential Finance Act. This has 
become the occasion on which the Chancellor of the Exchequer gives a 
comprehensive account of the economic situation of the country and publishes 
a wealth of information in various White Papers, including the Economic 
Survey, the Preliminary Estimates of National Income and Expenditure and 
the accounts of the Balance of Payments. Such papers as these are most 
conveniently published at Budget time, not too long after the turn of the 
calendar year. The Economic Survey is particularly important as giving a 
general report on the economy for the previous year and an indication of 
trends that are expected during the current year. Again, at Budget time 
all central government expenditure for the coming financial year has anyhow 
to be reviewed. The whole field of taxation is available for the Chancellor 
to manoeuvre in, subject to parliamentary authority as necessary. The 
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whole discussion leads up to the settlement of the surplus or deficit on the 
Budget, to which I will refer again in a minute. It is the obvious time for 
the co-ordination of economic policies and for the choice of measures through 
which to carry those policies out. 

Long experience has led to the normal practice of having one Budget a 
year; on the whole this is the most convenient frequency both for the 
Government and for the community generally. But if at any time a situation 
develops which warrants action on a wide front, it is possible at any date 
to introduce a Supplementary Budget, which could be made to play the 
same part in economic policy as any normal annual Budget. Naturally, 
the use of Supplementary Budgets, which cannot fail to be disturbing in 
many ways, should be reserved for really exceptional occasions. 

In close collaboration with the Revenue Departments, the Treasury is 
responsible for the final shape of the Budget and for the resulting surplus 
or deficit. I am here, for the moment, referring to the surplus or deficit 
above-the-line that is, broadly, on revenue account. I say “ broadly” 
because, as you know, a quite small proportion of the expenditure above- 
the-line is of a capital nature. This surplus or deficit above-the-line is of 
great significance for our present purposes because it directly affects the 
relations between consumption, saving and investment. If, after allowing 
for the desirable level of investment there is a danger of inflationary pressure 
due to a likely excess of consumers’ demand, that means that too great a 
proportion of private incomes is likely to be spent and not enough to be 
saved—that is, not enough of the available resources will be left free to provide 
for investment. In such circumstances a Budget revenue surplus has a 
dual role. From one point of view, it is a method of reducing the current 
spendable incomes which give rise to consumers’ demands. From another 
point of view, the surplus provides a means of forcing the country as a whole 
to save more and leave more physical resources free for use in investment. 
The financial counterpart of that is that the revenue surplus is used in the 
Treasury’s hands to help to finance the large capital commitments of the 
Government, notably the capital programmes of the nationalized industries. 

The surplus of which I have been speaking is, as I have said, that above- 
the-line, on revenue account. It is sometimes argued that, in time of pressure 
of demand, the Budget should be balanced overall; that is, that the whole 
of the capital commitments below-the-line, should be financed from a revenue 
surplus above-the-line. I doubt if this argument is well founded. There 
is no rule which requires the central government’s capital expenditure 
(including its financing of public corporations) to be covered by that 
Government’s own savings, that is, by the Budget surplus. The important 
thing is that investment should be covered by savings over the country as 
a whole. Since savings by private persons and companies show a large 
surplus over their own investment, some of those savings may confidently 
be expected to be attracted to the Exchequer through the various government 
securities for the time being on offer. The matter is really one of judgment ; 
in framing the Budget, we must not take an over-optimistic view of the 
volume of savings which can be expected to be channelled, directly or 
indirectly, to the Exchequer. If the channels are indirect, judgement must 
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also be exercised in choosing methods of borrowing which can reasonably 
be regarded as non-inflationary. 

So far, in relation to the Budget surplus, we have been assuming a condition 
of inflation. If the converse is true and there is deflation, taking the form 
of a falling off of demand and under-employment of the nation’s resources, 
it is generally accepted today that the Chancellor should, if necessary, budget 
for a revenue deficit. Whether, in fact, a deficit will be necessary will depend 
on circumstances—what size of surplus he previously had and how large a 
part the Budget must play in the reflation of the economy. The Chancellor 
can reduce taxation and so release incomes for spending. He can also increase 
government expenditure and so directly increase the demand for goods and 
services. The use of both these weapons might well eliminate a previous 
surplus or cause a deficit. I doubt if any Chancellor will ever be very happy 
in budgeting for a deficit; he will almost certainly want to keep it within 
the smallest compass compatible with his objective and will try to get back 
into a state of surplus as soon as possible. Still, I think there will be fewer 
inhibitions about such a proceeding in the future than there have been in 
the past. 

One further word on timing. We have been speaking of the times of 
taking decisions and taking action within the Government and in Parliament. 
But the time when the action taken begins to show results in the economy 
is another matter. The speed and the certainty with which corrective action 
takes effect vary considerably between one measure and another. 


FORMS OF GOVERNMENTAL INFLUENCE 
Let us now try, in the time still available, to give rather greater precision 


to some of the generalities we have been expressing. This can conveniently 
be done by taking separately the main items on both sides of the statement 
of the national income and expenditure and considering what kind of action 
is available to the central government when it seeks to influence the size 
of each of those items. 

I must start with two comments on this proceeding. First, we are not 
trying to fill in the details of an economic policy for all occasions. In the 
nature of the case, that is impossible. At one time the Government may 
wish to damp down demand, and at another to increase it. At one time 
the Government may prefer to concentrate its attentions on consumers’ 
expenditure ; at another time, it may concentrate on investment. Everything 
will depend on the circumstances of the time; and here and now we can 
only discuss what can be done on various hypotheses. Secondly, it is as 
well that we should start with an open mind about the type of weapon the 
Government should use, in any given circumstances, to support its economic 
policies. It will not help to have a priori prejudices in favour of monetary 
weapons or fiscal measures or direct controls. They all have their uses, 
but they also all have disadvantages ; and the emphasis we put on any of 
these groups will vary from time to time. But it is quite certain, as the 
Radcliffe Committee concluded, that we shall have to be prepared to use a 
combination of all three. We should hold ourselves quite free to use whichever 


seem likely to be the most effective and most suitable in the particular 
circumstances. 
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Consumers’ Expenditure 


Starting now on our tour of the income and expenditure account, Jet us 
first consider “‘ Consumers’ expenditure ”—by far the biggest item on the 
expenditure side, and amounting to no less than three-quarters of the gross 
domestic product of the country. Mainly for that reason, but partly because 
it can be affected quickly and is more tractable than investment or government 
expenditure, consumers’ expenditure is the most justifiable, as well as the 
most inviting, field for government action. If we wish to cut it down, what 
weapons shall we use? This is the case, par excellence, in which the choice 
depends on the circumstances. It is doubtful whether a mere increase in 
interest rates will ever make much effective inroad directly into any branch 
of consumer demand. But if it is clear that bank credit is playing a part 
in facilitating that demand, there is a good case for some form of restriction 
of bank advances. There is the related question, given great prominence 
in the report of the Radcliffe Committee, of the money supply made available 
by financial institutions other than the banks and of the liquidity position 
of such institutions. I do not think it would be appropriate for me, even 
if I were competent to do so, to pursue that particular question tonight. 
I would only say that it seems to me that someone will always have to consider 
carefully where exactly an alleged over-supply of money outside the banks 
is causing difficulty. Is it in fact giving rise to increased demand of a kind 
which we should seek to reduce? Next, if increasing resort to hire purchase 
appears to be an important contributory factor in the excess demand, there 
is a case for tightening up hire-purchase control in the appropriate directions. 
Other direct controls (which would require new statutory powers), such as 
rationing, are unlikely, at any rate in peace-time, to be useful; they are 
difficult to operate fairly; they involve tiresome administrative machines ; 
and even if they forcibly cut down consumers’ expenditure in one direction 
they leave a corresponding part of consumers’ incomes to be spent in other 
directions. A reduction in the Government’s expenditure on goods and 
services, whether on current or on capital account, should have the effect 
of reducing spendable incomes and therefore consumers’ demand. The 
difficulty here, as we shall see later, is to secure any reduction which will 
be significant for the purpose in view. 

On most occasions it may in the end be found necessary to consider an 
increase of taxation. Then the question arises, what form of taxation. Direct 
taxation, notably the income tax, would certainly reduce spendable incomes ; 
but, apart from its objectionable effects on industrial enterprise, an increase 
of income tax, even under the most carefully graduated system, is indis- 
criminate and may be harsh on those who are not in fact spending unnecessarily 
on some of the items that figure in consumers’ expenditure. If the inflationary 
situation is really serious, recourse to the income tax may be unavoidable ; 
but, if possible, it seems better to resort to indirect taxation. Among the 
indirect taxes, the weapon readiest to hand is, of course, the purchase tax, 
which is levied on a wide variety of non-necessaries and is flexible both as 
to scope and rate. If, despite an increase of the purchase tax, the consumer 
still buys the taxed article, the Exchequer gets the extra revenue and the 
consumer has so much less to spend elsewhere. If the increase of tax causes 
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him not to buy the taxed article, he may spend on something else what he 
had intended to spend on that article. The latter possibility suggests that 
increases of indirect taxation, when imposed to damp down demand, should 
be spread over a fairly large field. Revenue duties, such as those on liquor 
and tobacco, can also be called in aid, but care has to be taken to see that 
permanent changes of taste are not caused which might damage these stalwart 
supports of the Exchequer. 

The use of taxation to reduce demand, however, involves certain risks. 
An increase in indirect taxation may increase the retail price index and in 
any case may be felt as a general increase in consumer outlay. It may therefore 
be made the occasion for higher wage claims. But this risk must be faced 
and there is perhaps some consolation in the fact that settlements of such 
claims are usually on broad grounds among which an increase in indirect 
taxation is not significant or critical. In the case of an increase in direct 
taxation the risk is that it may reduce savings both by persons and by 
companies ; but that is a risk that cannot be avoided and must be faced 
if the situation is thought to demand it. 

How do we proceed in the converse case, where the object is to achieve 
some reflation by encouraging an increase in consumers’ demand? We 
can take a more lenient view of bank advances. We can relax hire-purchase 
controls. We can increase government expenditure. And we can reduce 
taxation. Here again the choice will depend largely on circumstances. And 
the steps to be taken may depend on what was done on earlier occasions 
to damp down consumers’ demand. The effects of a reduction of indirect 
taxation may depend on how far the goods affected have reached saturation 


point. But any reduction of taxation is likely to be effective more quickly 
than an increase in government expenditure—to which I now turn. 


Public Authority Expenditure 


The next item on the expenditure side is “ Public Authorities’ current 
expenditure on goods and services,” which is about a quarter the size of 
consumers’ expenditure and of which the central government’s expenditure 
accounts for about two-thirds. It is natural to assume that if the Government 
sets out to reduce total demand it should first try to make some contribution 
by reducing its own current outlay. Sad as it is to say so, it is becoming 
more and more clear that it would be imprudent to rely on the Government 
making any significant contribution in this way. This is largely due tc the 
fact that worthwhile reductions can only be made by changing po’ ‘ies ; 
and those policies which involve big expenditure are rarely of the }aud in 
which it is possible or desirable to make big changes whenever the eccnomic 
situation moves between inflation and deflation or between great activity 
and depression. Moreover, large blocks of expenditure are now on services 
which stretch well into the future, maybe at increasing cost as the years 
go on. These are scarcely amenable to significant changes to meet varying 
economic situations. I have no doubt that increasing attention must be 
given in future—especially at the Treasury—to these long-term commitments. 
Clearly, all spending projects have to be looked at in relation on the one 
hand to the total of prospective expenditure over a period ahead and, on 
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the other hand, to the likely development of income and resources. But 
for our immediate purposes we cannot confidently reckon on a reduction 
of current government expenditure as an effective weapon against excessive 
demand. 

In the converse case, it would appear all too easy to try to reinflate demand 
by increasing such expenditure, although, as I have already said, such increases 
must operate slowly compared with a reduction of taxation. Also, while 
it is very easy to remove the brake from government expenditure, it is terribly 
hard to put it on again. It is, of course, essential, if government expenditure 
is deliberately increased, to see that the proposed new services are really 
the best way of employing the man-power and materials involved. 

As to the current expenditure of local authorities, I will not try to anticipate 
what may be said to you in the third lecture of this series. There is perhaps 
a question whether the central government, which now finances through 
its grants such a large part of local expenditure, has adequate means for 
controlling or influencing the general level of that expenditure. This question 
would raise matters well beyond our present subject ; and since the increase 
of control would be unlikely in any case to lead to action which would be 
significant for present purposes we need not pursue the point here. The 
position is, of course, rather different with local authorities’ capital expenditure. 


Investment 


Next we come to the item “ Investment,” which all told is rather less than a 
quarter of consumers’ expenditure. It comprises that of the private sector 
(persons and companies), that of the central and local governments and 
that of the public corporations (alias the nationalized industries). Short 
of direct controls (like that of building) or general subsidies (like the old 
housing subsidies), the Government’s direct influence over private investment 
—well over half the total of investment—must be confined to changes in 
interest rates and to tax provisions like the investment allowances. The 
general impression now seems to be that increases or decreases in interest 
rates do not, in fact, lead to any significant curtailment or expansion of demand 
on resources for investment. We cannot rule out in special cases the provision 
of government finance, of which we have had recent examples in steel, motors 
and shipbuilding. Generally since the reason for private investment is the 
expectation of future profits, investment plans are very susceptible to changes 
in the outlook for the economy generally. From that point of view a 
Government’s general economic policy can have considerable influence on 
the course of private investment and that is another reason why that policy 
should be one of stability in an expanding economy. Passing to the public 
sector, you may have seen the White Paper on Public Investment in Great 
Britain, which the Chancellor of the Exchequer presented last week and 
which deals with questions affecting public investment more fully than I 
can do tonight. 

Investment by the central government is directly controllable, consisting 
mainly of services like the Post Office, Roads, Hospitals and the Universities. 
Here a balance has to be maintained between continuity of policy in essential 
services and the economic needs of the moment. The fate of less essential 
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items can be made to depend on the economic climate. Even among the 
essential services some balance can be kept, to see that they are not all trying 
to go ahead too fast at once. But all told, variations in the total of all this 
investment are not likely to be significant for our present purposes. Investment 
by local authorities consists largely of housing, with education an important 
second. These are both services which ought not to be subject to big 
disturbing changes from year to year. Probably the best way of safeguarding 
the interests of the economy here is to plan ahead for four or five years, 
keeping the programme on an even keel and fully controlling any tendency 
to expansion. With the co-operation of the central departments concerned, 
this is what the Treasury tries to secure. 

Investment by public corporations, that is, the nationalized industries, is 
now nearly equal to that of the central and local governments together. 
These industries are basic to the industrial economy of the country and 
their investment programmes must be treated with the same respect and 
encouragement as the investment of private industry and with due regard 
to the responsibilities of the corporations. The programmes cannot be 
arbitrarily hacked about. It is often suggested that these programmes can 
be used as an investment stabilizer—restrained when private investment is 
very active, and expanded when private investment is sluggish. Up to a 
point that is true, but there are some rules to be observed. The programmes 
must be carefully tested by reference to the expected courses of the demands 
they are intended to meet. They must be effectively controlled so that 
in time of economic pressure they demand what is reasonable, but no more. 
And at all times these capital programmes should be shown, to the satisfaction 
of the Government, to be justified by the economic return which they will 
earn. In dealing with these programmes the Treasury works, of course, 
in the closest consultation with the nationalized industries themselves and 
with the government departments which sponsor them. 

To sum up on this general field of investment, the extent to which the 
Treasury’s control of, or influence on, investment can contribute immediately 
to the solution of problems of inflation or deflation is very limited. That 
is inevitable in the nature of the case. In the treatment of investment in a 
time of inflation, for example, there may well be a clash between the short 
view (the desirability of immediately reducing demand) and the long view 
(the desirability of increasing and improving productive capacity). Unless 
the actual state of the economy is really tragic, there is much to be said for 
letting the long view prevail. That still allows us, of course, to see that 
investment does not get out of hand. In times of depression, there are clearly 
limits to the extent to which either the private or the public sector can increase 
worthwhile investment. The important thing is that the position should 
not get out of hand in either set of conditions. The Treasury must retain 
its control over the programmes in the public sector; and the Chancellor 
will still be able to control the degree of encouragement he gives to the private 
sector in his taxation policy. 


Exports and Imports 


The remaining items to be dealt with are “‘ Exports and Imports ”—exports 
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representing a demand on our productive resources, and imports representing 
a supplementation of those resources. Responsibility for watching these 
two items and the immediate trade problems they raise for the Government 
rests with the Board of Trade. But, of course, the Treasury is vitally 
concerned too. This concern arises not only out of the Treasury’s general 
responsibility for the balance of payments but also because of the close 
connection between on the one hand the state of the domestic economy 
and, on the other hand, the volume of exports we can sell abroad and the 
volume of imports resulting from domestic demand. At this stage of the 
lecture I cannot even try to mention all the problems that arise in the 
Treasury’s management of the balance of payments—that would require a 
lecture in itself. Undoubtedly the maximization of exports is basic to 
everything else. After the experiences of the earlier post-war years, the 
direct control of imports can have little attraction for anyone and would 
certainly run counter to the policy of the maximum freedom of trade which 
has been slowly and painfully gaining adherence in the world at large. That 
being so, the volume of our exports is of fundamental importance. It not 
only governs the surplus on our balance of payments, which in turn governs 
the part this country can play in the world economy. It also governs the 
volume of imports we can acquire to provide food for our people and raw 
materials for our industries. The more active our economy is, the more 
imports we need, and, therefore, the more exports we must sell. If at any 
time there is a falling off in our exports, or stagnation when other countries 
seem to be going ahead, it is a duty of the Government—that is, of the 
Treasury and of all other departments concerned—to ascertain the reasons 
why. Basically our exports depend on the efficiency, enterprise and 
enthusiasm of our manufacturers and traders. But the Government has 
two parts to play. First, it must provide whatever services it reasonably 
can in the direct promotion of exports—such as credit insurance and the 
conduct of international trade negotiations. The Treasury, through its 
interdepartmental contacts, must take an active share in all this. Secondly, 
the Government has so to direct its economic policies as to create conditions 
at home which will be of the maximum assistance to exports in such matters 
as domestic costs and prices and delivery dates. In short, it has to strive 
for that stability in the internal economy of the country which has been 
the subject of all our thoughts this evening. 

As regards the balance of payments generally, I would add one more 
word. It may sometimes be felt that there is a conflict between the policy 
required to keep the balance of payments healthy and that required to keep 
our domestic economy sound and vigorous. Cries may be heard that we are 
sacrificing domestic policy to overseas policy; more rarely the accusation 
may be the converse. The problem is, of course, never so simple as that ; 
and no Government is now likely to “ sacrifice” the domestic economy in 
that way. I think I have said enough this evening to show how closely our 
home and overseas economic policies hang together. As in so many other 
things, our policy is likely to involve a considered, if difficult, balance between 
advantages and disadvantages over the whole field, overseas and domestic. 
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Mr Chairman, I have come to the end of this rapid, and I hope not too 
tedious, survey of the Treasury’s responsibilities in relation to the national 
economy. 

About a hundred years ago, admittedly in a different context, no less a 
person than Walter Bagehot wrote: “ The Court is, according to the saying, 
the ‘fountain of honour’; but the Treasury is the spring of business.” 
Today, the flow of the spring, having gathered many tributaries, has become 
a sizeable river. But the Treasury still tries to keep the flow steady, the 
river-banks secure and the water serene and clear. 
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HE functions of a central bank, as generally accepted, are easy enough 

to define in broad general terms. The central bank’s duty is to help 
control the financial and monetary system of the country and it acts as the 
banker to the Government. These two functions have in most countries 
with developed central banking long been intimately related with one another. 
In the one direction, the central bank’s position as banker to the 
Government gives the central bank a position of vital importance and so 
of especial power in the whole financial system ; the reason lies in the simple 
facts that the Government’s purchases of current output and its absorptions 
of current income are on a scale which is immense relatively to those of 
any other single transactor, and the fact that the Government’s debt is so 
large in total that its activities inevitably are major determinants of the state 
of the market for securities. In the other direction, the central bank’s position 
as the banker to the Government and so as its technical operator in the 
financial markets means that the central bank is, understandably, able to 
influence the broad financial policy of the Government—just as an individual’s 
banker is able strongly to influence his financial activities. 

These broad statements are, however, only the very beginning of the 
matter. They do not answer the basic questions which to my mind are 
two. An attempt to give my idea of the sort of way in which we should 
answer these two questions—which are closely interrelated—is my main 
purpose in this paper. The questions are these: first, of the constitutional 
relationships between the central bank—or to be more particular, the Bank 
of England—and the Government, and secondly, what should be the operating 
relationships. Both questions are involved in the old debate, which still 
continues between those people who believe in the complete independence 
of the central bank (at the one extreme) and those who believe that it should 
be completely subordinate to the Treasury at the other. In between these 
two extremes—and I, let it be said now, find myself very near the full 
subordination-to-the-Treasury view—there is a whole range of possibilities, 
and most reasonable men these days find themselves somewhere in the middle 
of the range. The signers of the Radcliffe Report, for example, show 
themselves somewhat to the radical side of centre; they consider that the 
“ function of the central bank is clearly seen to be that of acting as a highly 
skilled executant in the monetary field of the current economic policy of 
the central Government,” so that “the problem of finding the proper 
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relationship between the two resolves itself into one of making sure that 
the exchanges between the two bodies are organized in such a way that the 
Bank contributes to the Government’s discussions on policy the advice and 
suggestions which its unique operational experience and contacts qualify it 
to offer, while the Government on its side is careful to associate the Bank 
with the formation of those decisions on economic policy in which monetary 
operations are capable of taking a part.”! This is indeed to the radical side 
of centre. But lest it seems to go too far, the Committee hastens to add 
that: “‘ This presentation of the case does not lead us to advocate the view 
that the Bank’s position should be regarded as that of a rather exceptional 
Government department ” (para. 770). 

Certainly, to the older school of thought, the Radcliffe position would 
seem to go much too far. In the inter-war years great emphasis was laid 
on the importance of the independence of central banks and many people 
today would think that Radcliffe has gone too far. In particular, those people 
who believe that much the most important, and ultimately always the over- 
riding, aim of economic policy should be to maintain the value of the currency, 
tend to be of the opinion that it is essential to have a central bank which is 
obsessed with this purpose and which is independent of the short-sighted 
views often implicit in ordinary political processes. 


THE INCREASING SUBORDINATION OF THE CENTRAL BANK 


In this country, however, the historical development has been one of increasing 
subordination of central bank to the Government. The critical decision 
was made in the First World War, and is well described in Lord Beaverbrook’s 
memoirs of 1917-18, entitled Men and Power.* Briefly, I would like to 
summarize what he has to say there about the events of the summer of 1917, 
when} Bonar Law, the Chancellor of the Exchequer, was “ finally roused 
to assert his principles and thus to establish the authority of the Treasury 
over the Bank of England.” 

The position then was that the Bank was the property of private investors, 
who elected the directors in the ordinary way and they in turn chose the 
Governor—without consultation with the Treasury. “ In all financial affairs, 
the Bank exercised co-equal authority with the Government.” And since, 
up to 1914, London was the unquestioned financial centre of the world, 
the whole world financial and economic position was largely determined 
by this private and (in a politically significant sense) irresponsible body. 

In the early years of the war, Cunliffe, the Governor, was able to establish 
himself as virtual financial dictator, largely because Lloyd George got on 
well ,with Cunliffe and was willing to concede him the last word. Then, 
when*McKenna became Chancellor, he unwisely agreed that all meetings 
between’ the Chancellor and the Governor should be held in the presence 
of the Prime Minister. Since the latter tended to act as negotiator between 
the two, McKenna was “left a prey to Cunliffe’s determination to assert 
his authority.” Soon, McKenna was forced into accepting a fantastic position 


4Committee on the Working of the Monetary System Report, Cmnd. 827, para. 769. 
*Lord Beaverbrook, Men and Power, London, 1956, Chapter ITI. 
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by which Cunliffe chaired a London Exchange Committee, which was given 
full rights of access to all the gold, assets and securities of the Government. 
In Beaverbrook’s words, “ power over Government assets passed from the 
Treasury to a privately operated banking company in the City—the Bank 
of England.” 

The final assertion of power by the Treasury came after Bonar Law had 
become Chancellor. Bonar Law finally rebelled after the Governor of the 
Bank had, for one thing, in effect demanded the resignation of Chalmers, a 
senior Treasury official, and for another thing had told the Canadian 
Government not to deliver any more of the gold held in Ottawa to the 
Treasury’s representative, on the narrow-minded bankers’ argument that it 
was needed as backing for the currency rather than the prosecution of the war. 

It was at this point that Cunliffe met defeat and symbolically it seems 
to me right that he should. The narrow financial view is that nothing at all 
should be done to undermine confidence in the currency ; the broader view 
is that other things (such as winning a war) may well be more important. 

Bonar Law’s reaction to Cunliffe’s action was to advise the Prime Minister 
that he was willing to allow the present position to continue, only on the 
condition that Cunliffe would send him a written declaration that he would 
at once resign the Governorship if the Chancellor asked him to do so. This 
Cunliffe refused to do, and despite strong support from the City for the 
view that the selection of the Governor was the concern of the Bank alone 
and not the Treasury, Cunliffe was forced to resign. The Treasury had 
asserted its vltimate authority. 

For Lord Beaverbrook, the end of this great battle came thirty years later, 
when the Bank was nationalized and the Treasury was given a general 
statutory power to issue to the Bank such directions “ as after consultation 
with the Governor . . . they think necessary in the public interest.”4 To 
my mind, however, this was only a step along the path towards complete 
subordination of the Bank and unified economic policy-making in the country. 

The immediate effects, indeed, of nationalization were probably very small. 
The Radcliffe Committee considered that “ it would be very difficult to say 
whether the conferment of this direct authority brought about any actual 
change in the accepted existing relationship between the Bank and the 
Treasury ” (para. 761). The Committee decided that it was unnecessary 
to take a view ; if one had to take a view on the basis of the evidence available 
the answer would probably be that the Act made remarkably little difference. 
The important question is where one goes after the formalization of the 
ultimate authority of the Treasury in the 1946 Act; is that the end of the 
road or should we go further ? 

The Radcliffe Committee view of what has been happening since 1946 
is that in “the post-war years, in particular since the revival of a positive 
monetary policy after 1951, both parties have been trying to evolve and 
practise an allocation of their respective functions which, while recognizing 
the clear implication of the 1946 Act that the will of the Government formally 
expressed in the form of a direction, is paramount, yet accepts the advantages 
of retaining in the Bank a separate organization with a life of its own, capable 


‘Bank of England Act, 1946, s. 4 (1). 
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of generating advice, views and proposals that are something more than a 
mere implementation of its superior’s instructions ” (para. 761). 


THE RADCLIFFE COMMITTEE’S VIEWS 


In the view of the Committee!, “‘ an allocation of functions on this basis 
seems satisfactory.” It then continues to argue that the difficulties that 
have in fact developed have been the result of two causes. One is that 
circumstances are always changing, so it is unlikely that a “‘ permanently 
satisfactory balance” (para. 762) between the central bank and the Govern- 
ment can be achieved at one moment of time. The other is that the Bank 
has paid excessive regard to the wording of the Act, which “ after declaring 
that the Treasury may give such directions to the Bank as they think necessary 
in the public interest, enact that subject to any such directions the affairs 
of the Bank shall be managed by the Court. The ‘ affairs of the Bank,’ it 
was said, comprise a special class of the Bank’s activities which, though 
certainly relevant to the operations of monetary control, yet were by this 
statute committed to the Court as its responsibility, except so far as and 
on the occasions when the Treasury might find it necessary to intervene and 
take over the responsibility by the issue of a statutory direction. Instances 
of these ‘ affairs,’ as offered, were the fixing of Bank Rate, the management 
of the money market, the management of the Issue Department’s portfolio. 
As to these the Bank had ‘ first’ or ‘ direct ’ responsibility, without prejudice 
to the ultimate authority of the Government or the duty of the Bank to accede 
to the Treasury’s directions ‘ in the last resort.’ 

“On the other hand other activities of the Bank, such as the management 
of the Exchange Equalisation Account and the conduct of exchange control, 
were represented as purely ‘agency’ functions. They were not to be 
understood as comprised in the ‘affairs of the Bank’; they owed their 
origin to certain statutory powers conferred upon the Bank as agent of the 
Treasury ; and as to them the Bank recognized in some degree a lesser 
responsibility than that described as first or direct responsibility with regard 
to Bank ‘ affairs’ ”’ (paras. 763-4). 

This interpretation of the Act by the Bank was, in fact, a clever attempt 
at a delaying action, and the Radcliffe Committee is absolutely right to point 
out that if the distinction between the affairs of the Bank and its agency 
functions were to “ harden into principles of dogma, they would be capable 
of producing strains in the relationship between Government and Bank 
which would be both harmful and unnecessary ” (para. 765). 

In a good radical spirit, the Radcliffe Report then goes on to explain what 
it regards as the purposes a central bank exists to serve in an economy such 
as Britain’s. “ The central bank is one of ” (not “ the only ”—just “‘ one of ””) 
“the principal authorities concerned with the framing and operation of 
monetary policy. The controls which can be exercised in the field of its 
activities are not themselves the only controls which have influence upon 
the monetary system. It follows therefore that effectively to plan and 

1For a summary of the Radcliffe Committee’s recommendations on the constitutional 


position of the Bank of England see “‘ The Organization and Status of the Bank of 
England,” Public Administration, Vol. XXXVIII, Spring, Pp. 67-72. 
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implement the monetary policy of the country as a whole requires a constant 
co-operation, strategic and tactical, between the central bank on the one 
hand and those responsible for alternative or supplementary monetary 
measures, essentially the Treasury and the Board of Trade, on the other. 
More than that, monetary policy, as we have conceived it, cannot be envisaged 
as a form of economic strategy which pursues its own independent objectives. 
It is a part of the country’s economic policy as a whole and must be planned 
as such. It seems to us unrealistic to suppose that in the future any more 
than in the present the central Government will be prepared to disavow 
responsibility for initiating and trying to carry through an economic policy 
within the terms of those objectives that we have outlined in Chapter II. 
It follows that this policy, whatever form it may take from time to time, 
must include the general planning of monetary policy and monetary operations 
and that the policies to be pursued by the central bank must be from first 
to last in harmony with those avowed and defended by Ministers of the 
Crown responsible to Parliament ” (para. 767). 

In all this, the Committee is firmly dissociating itself from a view “ which 
was explicit or implicit in more than one” (para. 768) of the non-Bank 
non-Treasury witnesses, that the central bank should be completely 
independent of political influence. 

Here, I believe, lies the core of the difference between the Radcliffe Report 
and many of its right-wing critics. The aims of policy referred to as being 
set out in Chapter II are very different from those of the people who, in 
the words of the Report, consider that “ the true objective of a central bank 
is one single and unvarying purpose, the stability of the currency and the 


exchanges ” (para. 768). For Radcliffe, the aims of policy include “a high 


> « 


and stable level of employment,” “‘ steady economic growth ” and “ reason- 
able ” (reasonable—not absolute) “‘ stability of the internal purchasing power 
of money ” (para. 69). And there is no mention of stability of the exchange 
rate as a desirable ultimate objective of economic policy. 

Here, in fact, one once again has the battle on which Bonar Law defeated 
Cunliffe. The Bank of England itself realizes the folly of demanding political 
independence ; it simply plays a delaying action. On that I shall say a little 
more later. For the moment, the point I want to make is that it is, to my 
mind, profoundly wrong to try to establish or maintain an independent 
agency for carrying out economic policy which has such a limited view of 
the aims of economic policy as to see the sole aim as maintaining the stability 
of the currency. 

Clearly, currency stability is one important aim, which should be weighed 
against others in determining policy. Clearly, some people are more concerned 
with price stability than others—but the decision on balance should be 
determined by open political processes, rather than by any attempt on the 
part of one agency of the Government to regard its primary aim as being to 
protect a particular section of the population—namely the people who are 
hurt by inflation. The fault in seeing the Bank in these terms is the same 
as that of seeing the Ministry of Agriculture as the ministry whose sole aim 
is to protect the farmers rather than to establish a satisfactory farm policy 
from the viewpoint of the whole country. The approach which attempts 
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to preserve these independent feodalities of interest seems to me very harmful 
—it makes change extremely difficult, and in subjects such as economic 
policy it easily leads to confusion when different agencies of the Government 
can be seen publicly to be pulling in different directions. 

Although the Bank witnesses themselves took great care to avoid any 
demand for political independence, I think that the dangers of too much 
independence are still with us. For this reason, I think we should welcome 
the Radcliffe recommendation that there is no need to perpetuate the 
distinction between the “ affairs of the Bank” and its other functions. In 
all its activities, the true position is that described by the Committee—the 
Bank should “advise to the best of its ability, and having advised... 
execute within the limits of the determined policy ” (para. 770). 

In the event, the Government did not go as far as Radcliffe would have 
liked ; in particular it turned down the proposal for a new Treasury-Bank 
committee, and it rejected the suggestion that Bank Rate changes should 
be formally fixed by the Chancellor giving a statutory direction to the Bank. 
Instead, the Bank now has to get the written approval of the Chancellor 
and all statements on Bank Rate now begin “‘ The Bank of England have 
today decided with the approval of the Chancellor. . . .” This is an advance 
—but I should say not far enough. 


THE CENTRAL BANK AS A GOVERNMENT DEPARTMENT 


Up to this point, then, my sympathies have been with the Radcliffe 
Committee’s radicalism. But what I would now like to do is to go beyond 
Radcliffe and consider some of the arguments for the view that the central 
bank should come to be no more than a government department—and indeed 


a sub-department of the Treasury. For the Radcliffe Committee, such a 
view “‘to some extent misconceives what is required of the central bank 
of the United Kingdom. It takes too little account of the Bank’s special 
relationship with the markets in which it is at once an operator and to some 
extent a controller and of the fact that these operations impose upon it a 
form of internal organization which is much closer to that of a business 
enterprise than that of a department of the Civil Service. Nor would this 
view be easily reconciled with the peculiar status which the Bank enjoys 
in its Overseas connections with the rest of the sterling area, overseas central 
banks and international agencies. What we envisage is a body fully capable 
of forming and presenting ideas of its own” (para. 770). 

Here, then, there are three arguments: that a central bank which is more 
independent than a normal government department can develop and present 
ideas of its own, that in Britain a central bank must have special overseas 
relationships, and that it has special relationships with the markets. For 
my part, I am not convinced by any of these arguments. 

Least of all am I convinced by the first—that one needs independence 
to form and present one’s own ideas. The implication that separate 
ministries and separate sections of a big department such as the Treasury 
are unable to form and present their own ideas is, as a matter of fact, quite 
indefensible. 

The second argument—that of the special overseas links—I also find 
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hard to accept. I will leave aside the question whether the sterling area 
is likely to become a much looser and relatively unimportant body—just 
saying in passing that the years since 1954, when I suggested! such a movement 
was likely, have seen a clear movement in that broad direction. Even if 
the sterling area stays important, connections with it are successfully 
maintained by government departments, notably the Treasury. And if it 
is argued that a department-type central bank in England could not have 
satisfactory relationships with more independent central banks in the sterling 
area, my answer would be that we cannot be dictated to by their structure 
—rather, we, as in the past, can be expected to take the lead. 

As for relationships with non-sterling area central banks, my opinion 
is that there is little that is good in these relationships that could not be 
maintained and a great deal of harm could be avoided—in particular the 
harm which seems to be propagated where central bankers meet, in the 
repetition of the outworn dogmas claiming that they are the true guardians 
of the currency, battling against their Treasuries, rather than working with 
them. Britain needs to give a lead, not to seem to half-accept these dated 
irrelevancies. Managing the economy involves compromise on aims of 
policy rather than dogma; it involves co-operation between agencies rather 
than concealed rivalry; it requires unity of understanding and of policy 
rather than division. 

What then of the third Radcliffe argument—that of the special relationships 
with the markets and the consequent form of internal organization? This 
argument, too, I do not find very convincing—little more, indeed, than 
I would be convinced if the Board of Trade were to claim that it needed a 
special status and a special kind of organization because of its special 
relationship with industry. 

In the past there has indeed been some reason behind the Bank’s claim. 
But for the present, and still more for the future, there are good grounds 
for scepticism. In order to consider these grounds it is necessary to take a 
look at the whole nature of our monetary and financial system, and in particular 
at the position of the banks. Broadly speaking, we can say that the banking 
system is concerned with two jobs; it is a major source of credit, in the 
form of short-term loans to individuals and to business, and in the form 
of short- and longer-term loans to the Government. In the second place, 
it is concerned with operating the most important part of the country’s 
payments system by transferring money by means of cheques. 

Now, one of the most important features of the developing situation— 
a feature which has been pointed out by the Radcliffe Committee—is that 
the relative importance of the banks as a source of private credit is declining 
and hat many other newer financial intermediaries are growing in relative 
importance. These include firms such as building societies, insurance 
companies, hire purchase companies and the operations of industrial and 
commercial firms in giving trade credit. All of these organizations, together 
with the banks, are financial intermediaries in that they take funds in with 
one hand and lend them out with the other. As Radcliffe points out very 


1The Future of Sterling, Oxford University Press, 1954. 
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forcefully, we can no longer hope to control the whole of the credit system 
adequately merely by influencing the credit given by the banks. 

Another important feature of the situation, as I see it, is more speculative 
but equally significant. It is that the banks may become outdated as operators 
of the country’s payments system. As has often been pointed out, there 
is a strong case, on grounds of efficiency, for developing here the giro system 
found in so many continental countries. Beyond this it seems to me that 
the American credit card system points in the direction in which an up-to-date 
payments system might usefully go. These speculative thoughts I shall 
develop a little at the end of my paper. For the moment, the points I want 
to make are the undoubted relative decline of the banks as a source of credit 
to the private sector of the economy, the chance that banks should play a 
much smaller role in the payments system, and the implied split all this 
involves between the credit and the payments systems, which have for many 
years been intimately related the one with the other. 

The significance of all this for the central bank is far-reaching. The 
major functions of the central bank in helping control the monetary system 
are to control the amount and the direction of spending, mainly by influencing 
the price of credit (interest rates) and the amount of credit. Traditionally, 
this has involved the central bank in laying the greater part of the emphasis 
of its work on controlling the rest of the banking system, by controlling 
short-term interest rates and by trying to influence the amount of lending 
by the ordinary commercial banks. In order to do this, the central bank 
acted as a bank for bankers, lending them funds when they needed assistance 
and imposing its own conditions on the assistance, mainly by varying Bank 
Rate. It acted like an ordinary bank and was organized like a bank—something 
which made its action more acceptable to the ordinary bankers, because 
they could see it could sympathize with their way of business. 

For many years this has been far from the full story. Since the First 
War one of the main jobs of the Bank of England has been concern with 
the management of the National Debt, much of which is, of course, in 
long-term securities. But the Bank adapted itself reasonably well to 
circumstances and maintains good relationships with the gilt-edged market. 
And it could continue to claim that its special commercial type of organization 
and its special constitutional position were justified because it needed to 
maintain a sense of the feel of the market. 

By now, I believe, all this kind of argument is in danger of getting seriously 
out of date. For this there are two reasons, both of which are arguments 
which are to be found in the Radcliffe Report. One is the point I made 
above, of the growing significance of non-bank financial intermediaries in 
the credit system. The other is that, if there is to be effective and reasonably 
equitable control of credit creation—of total borrowing and lending in the 
economy—the Government will have to follow a very active interest rate 
policy, with much bigger swings ‘n interest rates than have been traditional. 

The first of these arguments—the growing range and importance of 
non-bank financial intermediaries—means that to an increasing extent in 
future we must expect that it will be harder and harder to impose effective 
and equitable monetary control by means of the “old boy net.” In the 


22 





THE BANK OF ENGLAND IN THE MODERN STATE 


past the Governor could effectively control the monetary system by talking 
to a dozen men. Today there are so many channels through which credit 
can flow that such a control is probably ineffective and certainly inequitable. 
It is ineffective because if you dam up demand flowing through one channel 
of the financial system, it is simply diverted through another. It is inequitable 
because it is unfair, except in serious emergency, to impose controls which 
impinge seriously on, say, the banks, while leaving competing sources of 
credit free to expand. Today, and still more in the future, equitable and 
effective control of the monetary system will have to make an impact far 
outside the traditional range of contacts of the Bank of England. 


TECHNIQUES OF MONETARY CONTROL 


This leads to the second point about monetary control. It would be possible 
to impose these extensive controls by giving direct orders to a steadily growing 
and steadily differentiating body of financial organizations. But to do so 
would be unsatisfactory—because new arrangements would always be made 
to evade the rules—and it would be unfair because the established institutions 
would always be the relative losers. The implication of this argument, 
which you will find developed at length in the Radcliffe Report, is that either 
monetary policy is pretty well ineffective for controlling the internal economy 
in the short run, or that the authorities must be prepared to follow a much 
more active interest rate policy than has been traditional. The Report itself 
in effect accepts the former alternative—the ineffectiveness in the short 
run of monetary policy (except for its external effects, as seen in the recent 
attraction of funds to London by high short-term interest rates). But I 
think there is good reason to think that the Committee’s arguments against 
a more active interest rate policy are not very convincing (a view I have 
developed elsewhere’) and that, if we want to use monetary policy to help 
control the short-term fluctuations of the economy, we should be prepared 
to create big changes in interest rates, both long- and short-term. 

This means that monetary policy will to an increasing extent have to be a 
facet of national debt policy. The Government, by reason of its position 
as an immense debtor, able to shift its debt between long and short and 
cash, and able by its actions to influence the expectations of the public about 
future interest rates, is able to exert immense influence over the structure 
and the level of interest rates. The traditional Bank of England operations 
at the short end of the market, determining short rates by fixing Bank Rate, 
is simply a particular part of the whole mechanism. The important thing 
today and for the future is the management of the whole of the National 
Debt, with the consequent influence on all interest rates and so on the short 
and long run development of the economy. 

Seen in these terms, it seems that the case is very powerful for unification 
of debt management under a single authority whose concern is with the 
whole of the Government’s financial operations (including tax raising) and 
beyond that with the whole economic state of the country—in other words, 
in the Treasury. The executive branch of this authority would have to 


1Indian Journal of Bankers. June 1960. 
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maintain close relations with the markets and should be in the City of London. 
But this is a very different matter from saying that we need a completely 
separate and completely differently organized banking authority. Debt 
policy should be a unity; economic policy should be a unity; and they 
are so closely related to one another, if any major reliance is to be placed 
on monetary policy in controlling the economy, that they should be united 
in a single institution. 


A FUTURE PAYMENTS SYSTEM ? 


The last question I want to consider is that of the future of our payments 
system—and it is here, and here alone, that I can see a really satisfactory 
role for a central bank in a modern state such as Britain. As I have argued, 
the case is very strong for unification and centralization of economic policy, 
including national debt and monetary policy—so the traditional roles of the 
central bank should be absorbed in the Treasury. But I can see a new role 
for a central bank, in the new sense of a single organization which everyone 
uses as his bank for payments purposes—for settling transactions. I suggest 
that it would be logical, completely to separate the payments-making functions 
and the credit-creating functions of our present banks and to centralize the 
former in a single, truly central, bank. 

This is, of course, rather a revolutionary suggestion and it is incumbent 
on me to try to justify it. I think the first justification is that our present 
payments system, relying mainly on the use of cheques, is fairly expensive 
to operate—a minimum of perhaps a shilling for each transaction. So the 
first question is whether there is some way of reducing the cost—or producing 
the more advantages for the same cost. And immediately one’s thoughts 
turn to electronic equipment, which is already being used with such success 
in many ways for large-scale data processing. The question inevitably 
occurs to one’s mind whether we are moving in the right direction by trying 
to mechanize the old-fashioned cheque system, which was developed when 
labour was cheap—and whether it would not be better to break with the past. 

Certainly, if we break with the past, there seems to be a great deal to be 
said in terms of economy if we were to have a single system rather than 
our present competing system—we do not need five post offices in the centre 
of each town—why five bank branches for carrying out clearing payments 
functions ? Here the model is one I have mentioned earlier—the continental 
postal giro system. 

But what in the way of positive results do I hope to see from such a break 
with the past? Here I would like to start with a consideration of what seems 
to me to be some of the worst snags in the operation of our present internal 
economic system. Perhaps the greatest is that the authorities only have 
inaccurate and seriously out-of-date information about what is happening 
to the economy, so that it is impossible to run it as smoothly as we would 
like. An example is the imposition of hire purchase controls last April, 
after demand for consumer durables had already levelled out—so that 
the Government’s action caused quite unnecessary contraction in those 
industries, simply because the information available was so out of date that 
the authorities did not know what had already happened. These minor 
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fluctuations are not catastrophic—but they could largely be avoided if we 
always knew where we are. 

A second major snag is that it is hard for the authorities to act quickly 
and effectively to influence the economy; monetary policy operates through 
devious channels, while subtle and rapid changes in taxes—in fiscal policy 
—are administratively very difficult. Ideally, one wants a tax system whose 
incidence can be changed at short notice and without injustice—but that 
seems to be asking far too much. 

The third major snag I see in running our economy is that our tax system 
as a whole is inequitable and inefficient— it is hard to believe that there is 
not a great deal of evasion of the income tax, and in any case an income 
tax is infinitely less desirable in principle than progressive expenditure tax, 
which would encourage saving, act as far less of a discouragement to effort 
and operate far more equitably between income earners and those living 
on capital gains or inherited wealth. So far, however, proposals for an 
expenditure tax have always run into apparently insuperable difficulties 
about assessment. Yet it would be more equitable and it would also help 
solve my second problem if the size of the tax could be varied at short notice. 

Here then are three major snags—inadequate information for economic 
control, insensitive instruments for operating the controls (these two leading 
together to unnecessary economic fluctuations) and an inequitable and 
inefficient tax system. 

The suggestion I would like to leave you with is that these problems could 
be much reduced if our payments system were to abandon the use of ordinary 
money (except for very small transactions such as bus fares) or of cheques 
and if instead we had a centralized electronic credit card system. Two elements 
lying behind this idea I have already outlined—namely the centralized giro 
and the use of electronics—for the latter, what I have in mind is the sort 
of booking system already being used abroad by many airlines for seat 
reservations by a centralized automatic booking equipment. The third 
element in my system is also familiar—namely the credit cards such as those 
of the Diners Club, which are already so common in the United States, 
and which a!low you to pay a bill simply by presenting a card, then the account 
comes at the end of the month. 

How to fit these three together? What I suggest is simply that every 
individual and the purchasing agents of firms should have an individual 
punch-card credit card, with a code purely for the individual or firm concerned. 
Each retail outlet and every other commercial organization would have 
machinés, like the airline booking machines, linked to a central computing 
establishment (via, no doubt, local sub-centres) by telephone wire. When a 
payment was being made the individual’s card would be inserted in the 
machine and the amount involved rung up. By the wire link to the computing 
centre the amount concerned (and any other relevant information) would 
be at once debited to one account and credited to another in the central 
(or sub-central) information centre, which would record the state of the 
balances in the giro at every moment of time of each transaction in the 
economy. And at the same time the computers would carry running totals 
of each transactor’s payments and receipts and could compute running totals 
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of any relevant economic magnitude for the use of the Treasury—such as, 
say, total money spent on purchases from hardware stores—right up to 
the minute.. From the point of view of tax enforcement the advantage is 
that cheating would be very difficult and it would be easy to have an 
expenditure tax, whose rates could be changed at very short notice and in 
which tax liability would be related to the amount an individual (or household) 
spent. There would, of course, have to be safeguards to see that information 
was not improperly used—just as with the present banker-customer relation- 
ship. Perhaps it all sounds fantastic—but as far as the technical feasibility 
of the scheme, there need be no doubts—the amount of information that 
can be stored electronically in a limited space, and the speeds with which 
it can be extracted and simple arithmetic operations carried out on it, are 
all fantastic to the layman. All I am suggesting is that we make sensible 
use of modern techniques now that the old and brilliant invention of paper 
money is reaching the limit of its logical development. 

There, then, is my view of the role of the central bank in the modern 
state. I believe the old functions now logically belong with the Treasury 
in a unified body subject to the direct control of Parliament. But I believe 
there is room for a new kind of central bank—a unified payments system 
which will do everything our present system can do and a good deal more. 
Britain has nearly always taken the lead in banking developments in the 
past. Perhaps we can do it again, soon. 





The Place of Local Authorities in the 


National Economy 
By D. S. Legs 


This paper by the Senior Lecturer in Economics, University College of 

North Staffordshire, was given before the Royal Institute of Public 

Administration in London on 28th November 1960 in the series ‘‘ Public 
Authorities and the National Economy.” 


HE economic significance of local authorities lies in their taxing, spending 

and borrowing activities. The main purpose of this paper is to examine 

these activities over the past decade and their relationship to the problem 
of maintaining full employment without inflation. 


QUANTITATIVE SIGNIFICANCE 


There are close on 2,000 local authorities in the United Kingdom. Their 
economic significance has been obscured in recent years by the growth of 
central government activities and the addition of large industries to the 
public sector. But, quantitatively, that significance is undoubted. In 1959, 
for example, they accounted for a quarter of public sector spending, employed 
three-quarters of a million people, and used nearly one-twelfth of total 
national output. Further, and perhaps contrary to popular belief, local 
authorities have increased in importance in the public sector over the past 
decade. As can be seen from Table I, the local authority share of total 
public sector spending rose from 21 per cent. in 1949 to 24 per cent. in 1959. 
This trend in favour of local government, while not pronounced, brings 
to an end forty years of almost uninterrupted decline. The same is true 
of local rates, whose share of total taxation rose from 7 to 10 per cent. 
(Table IV, page 31). Significantly, however, reliance on central government 
grants was not reduced; these remained constant around 46 per cent. of 
local current expenditure. 

Now a brief glance at local authorities in relation to the national economy. 
Between 1949 and 1959 local expenditure' in money terms doubled—from 
£1,000 million to £2,000 million. This becomes less frightening if we 
eliminate the effect of rising prices and relate local expenditure to gross 
national product. This is done in Table II. After allowance has been 
made for rising prices, local expenditure in real terms is seen to rise by 
£419 million, or roughly one-third, compared with the doubling in money 
terms. 

Next, let us deduct transfer payments like housing subsidies, school milk 
and meals and debt interest, which are about 10 per cent. of expenditure. 
We do so because expenditure on goods and services adds directly to total 
national expenditure and makes direct demands on national resources, 
whereas transfer payments do so only indirectly and, if part of them is saved, 


1Local expenditure is used to mean the total of current and capital expenditure. 
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not to their full extent. Local expenditure on goods and services 1949-59 
increased in real terms by 26 per cent.—almost exactly the same as did the 
Gross National Product (G.N.P.). Indeed, throughout these ten years this 
expenditure as a proportion of G.N.P. was remarkably constant around 
7.5 per cent. In other words, as a community we have chosen in some way 
to devote between 7 and 8 per cent. of national output to local authority 
purposes. 

Within this constant proportion there has been a sharp shift of emphasis 
between current and capital expenditure. Whereas current expenditure 
increased by 42 per cent., capital expenditure rose by only 3 per cent. In 
relation to total national capital investment, local investment fell from almost 
a quarter in 1949 to only 15 per cent. ten years later. 

As Table III shows, there has been a marked shift too in the structure of 
local expenditure as related to services. The most important is that between 
education and housing. In the ten years to 1959, education expenditure 
on goods and services rose from 31 to 39 per cent. of the total and housing 
fell from 28 to 15 per cent. In round figures, education rose by £200 million 
and housing fell by £100 million. State housing was cut to make way for 
State schools. 

Local rates have more than doubled in amount since 1949, but they have 
increased only slightly as a proportion of national income (Table IV). That 
is, the general burden of local taxation has remained relatively constant and 
is still below pre-war. While there are, of course, wide differences in 
individual and local circumstances, a general picture of local rates rising to 
oppressive levels simply does not fit the facts. The new Valuation Bill 
which, as from 1963, abolishes derating of industry and values all properties 
for rating purposes on current rentals, will ensure that the rate burden is 
distributed more equitably. Equity will combine with efficiency as there 
will be less sectional resistance to rate increases. 

So the general picture is one of local authorities using a constant proportion 
of national output and increasing steadily in importance in the public sector 
both as spenders and tax-gatherers, but, also, continuing to rely on central 
government grants for a large and constant proportion of their income. 


QUALITATIVE SIGNIFICANCE 


Their qualitative signinicance is more difficult to pin down. It stems ia 
part from the dispersion of power in democratic society which local 
government reflects or, put another way, from the enlargement of individual 
choice which a large number of local authorities creates. This dispersion 
of power enables a variety of social experiments to take place simultaneously. 
No one knows, for example, what is the “ best” sort of education—no one 
has the “right” answer. Our best bet is to learn from experimentation 
and this will take place more readily in a multiform local system than in a 
monolithic central government system. Again, the dispersion of power 
eases the problems of resource allocation that arise from the fact that most 
services of public authorities are supplied free of direct charge. In the 
market, consumer demand places a constant and automatic check on whether 
producers are supplying the amounts and kinds of goods and services that 
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people require. Mistakes by producers are quickly corrected by movements 
of prices and profits. The same is not trie of goods and services supplied 
free by public authorities. Here individual choice through the constant 
spending of money is replaced by collective choice through the occasional 
casting of votes. Periodically we vote for or against a large and heterogeneous 
“ bundle ” of goods and services and a certain level of taxes. 


As a choice mechanism, this is extraordinarily crude compared with the 
market and, as we value individual freedom of choice highly, it is a strong 
reason for organizing as much of our production through the market as 
possible. But local choice is less crude than national choice. For one thing, 
elections are more frequent locally than nationally. For another, people 
can be supposed to be more familiar with local than with national issues. 
And finally, if someone doesn’t like the “‘ bundle” of local services or the 
level of local rates, he can move to another area more closely suited to his 
preferences, which is a more real choice than emigration to another country. 
This competition between local authorities to gain or retain population is 
too often overlooked. Thus the size and composition of the “ bundle” of 
public goods and services will accord more closely with individual preferences 
if the goods and services are supplied locally rather than nationally. 


To try to define the proper division of functions between central and 
local government would take us too far afield,! but we can at least note that 
national uniformity of public services, whether through central government 
provision or undue central control over local authorities, is not achieved 
without cost. Desirable experimentation and diversity are curtailed and 
resource allocation is further removed from individual preferences. These 
costs should be weighed in the balance when, for example, administrative 
economies are claimed for national services. The National Health Service 
is an instructive example. And we get the worst of both worlds if the present 
local government structure, which is administratively less than ideal, is 
combined with undue central control, which stifles local experimentation. 


The qualitative importance of local authorities stems also from the kind 
of services they render. Expenditure on public health measures like sewerage 
and clean water supply did more than anything else to improve the health 
and longevity of the community in the nineteenth century. Expenditure 
on education has greatly improved general well-being and made important 
contributions to the growth of national output. It is true that we have not 
as yet mastered the problem of calculating yields on these investments in 
human capital? and thus do not know whether the supply of the services 
is optimal or not, but the two examples given should help to kill off the silly 
idea that is still around that local expenditure is ‘‘ unproductive,” a dead- 
weight on the backs of the whole community. The question is not whether 
local expenditure contributes to welfare but whether alternative use of the 


1On this problem see Federal Expenditure Policy for Economic Growth and Stability, 
Papers submitted by panellists appearing before the sub-committee on Fiscal Policy, 
Part III. (Joint Economic Committee, 85th Congress, Ist Session, 5th November 1957.) 


*The most important work to date has been done in the United States by Gary S. 
Becker, Theodore W. Schultz, Milton Friedman and Simon Kuznets. 
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resources would make a larger contribution and this we simply do not know. 


PRINCIPLES OF STABILIZATION POLICY 


Since 1944 it has been declared Government policy to maintain high levels 
of employment without inflation. Left to its own devices the free enterprise 
economy is unstable, with total monetary demand at times exceeding and 
at times falling short of full employment output—an alternation of inflation 
and depression. We are still very far from getting to the root of the trouble 
and we are now aware that the inter-war years was an exceptional period, 
unlikely to return. But the case for governmental intervention of some 
kind in the interests of stability is nowadays virtually unchallenged. 

This is essentially a task for the central government. The problem of 
co-ordinating the separate stabilization policies of 2,000 local authorities is 
obvious. Moreover, much of the usefulness of a budget deficit to counter 
deflation and of a surplus to counter inflation depends on the central 
government’s supreme power to create and destroy money in unlimited 
amounts. To extend this power to local authorities would be to invite 
financial chaos. While rightly abandoned by the central government, the 
balanced budget rule must still apply to local authorities. 

The main economic problem since 1945 has been inflation. Throughout 
most of the period, total expenditure, E, has been greater than full employment 
output, O, and the general price level has risen. To eliminate inflation 
it is necessary to reduce E. The Government can do this by raising taxes 
or cutting its own expenditure, including subsidies (fiscal policy), by raising 
interest rates and tightening credit (monetary policy) or by use of building 
licences, loan sanctions and the like (direct controls). 

From the point of view of stabilization policy, local authorities are best 
seen as part of the private sector, along with private households and firms. 
It is customary to write 

E=C+I1+G 
where E is total national expenditure on goods and services, C is consumers’ 
expenditure, I is private investment and G is expenditure by public authorities, 
both current and capital. We need to separate local expenditure (which 
we can call L) from central expenditure (which we can leave as G). We 
then have 
E=C+I1+L+G 

Let us apply this scheme of things to local expenditure, keeping in mind 
that there is no special significance in a cut in L, which is on all fours with 
cuts in C, I or G. 

As a general rule, fiscal and monetary measures are to be preferred to 
direct controls. They operate in a general way and disperse responsibility 
for reducing expenditure among a large number of spenders. They are 
democratic in that they rely on local freedom of choice. They are efficient 
in that they leave the cuts to those whose welfare is most closely affected, 
they enable marginal adjustments to be made and they minimize the risk 
of large mistakes. Direct controls, on the other hand, are autocratic and 
inefficient. The decisions are taken by central officials far removed from 
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the local scene, adjustments are large and ill-attuned to differing local needs 
and the risk of large mistakes is maximized. These are not the fault of central 
officials—they are in the nature of direct controls themselves. The trouble 
is that there is no objective definition of welfare. We simply have no means 
of comparing, for example, a swimming pool for Manchester with a new 
concert hall for Liverpool. In the absence of this knowledge, the only 
satisfactory test is whether local ratepayers are prepared to foot the bill. 
Direct controls, whether over capital expenditure through loan sanctions or 
over current expenditure at the estimates stage,' inevitably curtail local 
freedom of choice and are highly inefficient as a means of allocating scarce 
resources to best advantage. They should be relegated to a minor and 
exceptional role in economic policy. Control over local expenditure should 
instead be exercised through fiscal and monetary means. The case against 
direct controls in the private sector is now generally accepted; that case 
is equally cogent for local authorities. 

The opportunities for fiscal policy have been greatly improved by the 
replacement, in March 1959, of numerous specific percentage grants by one 
general block grant. While they have very real merits,? percentage grants 
are unsuitable as a means of economic control. They are based directly 
upon expenditure and rise automatically with it, thus reducing the pressure 
on local finances ; and the numerous specific grants make a cut in the grant 
percentage administratively and politically difficult to achieve. The block 
grant, on the other hand, is general and rises with expenditure, not auto- 
matically, but at the discretion of the Government. By reducing the 
proportion that the grant bears to local expenditure, the Government could 
exert powerful pressure. Furthermore, that pressure would be general, 
leaving individual local authorities to decide how in particular to respond. 
Overburdened central departments would be relieved of much detailed work 
which is far better left to local authorities themselves. 

Variations of the block grant would not discriminate between current and 
capital expenditure. Capital expenditure is more effectively handled through 
the rate of interest. By varying the level of interest rates, the Government 
can regulate the tempo of local investment.* Local house building is highly 
sensitive to changes in the rate of interest and will respond quickly to them. 
Although the inability to calculate money yields on non-trading investment 
like sewerage damps down the interest effect on these capital projects, the 
prospect of cheaper borrowing in the near future after the rate of interest 
has risen will cause some projects to be postponed. It is not necessary for 
these effects to be quantitatively large; they are not intended to be so in 
any one place. A change in the rate of interest induces marginal adjustments 


1All local capital expenditure financed by borrowing requires a loan sanction. Direct 
control can be exercised at the estimates stage over current expenditure that is grant 
aided. There is no direct control over current expenditure that is non-grant aided, 
but as increases in this expenditure cannot usually get very far without additions to 
capital the loan sanction acts as an indirect control. 


*See Local Expenditure and Exchequer Grants (Institute of Municipal Treasurers 
and Accountants, London, 1956). 


*That is, gross fixed capital formation. See p. 39. 
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widely dispersed over the economy and which im fotal have a significant 
effect upon total expenditure. No one can say in advance where the 
adjustments will take place nor do we have sufficient knowledge to say where 
they should take place. This reasoning has hitherto been applied to the 
private sector and it extends logically to local authorities. 


LOCAL AUTHORITY BORROWING AND MONETARY POLICY 


The operation of monetary policy has been improved by the Government’s 
decision in October 1955 to suspend the automatic access of local authorities 
to the Public Works Loan Board which they had enjoyed since 1945. Since 
then there has been little local borrowing from the Board. Instead, local 
authorities have had to fight for their funds, mainly in short-term markets 
and at high rates of interest. This change has caused local authorities to 
be more watchful over capital expenditures, established more realistic rates 
of interest in the free market and relieved the pressures on Government 
borrowing from the banking system. 

Local authorities have been unwise to resist the change and their arguments, 
save one, are unconvincing.’ It will not do to point out that nationalized 
industries get their funds directly from the Exchequer.* Local authorities 
are not public corporations and, in any case, truth is not simply the summation 
of error. Nor is it helpful to maintain that local projects are very necessary 
and socially desirable. No doubt they are, but then so are many projects 
in the private sector. The existence of local needs should not be confused 
with the necessity for satisfying them. Total potential demands on resources 
vastly exceed the resources available and in some way choices must be made. 
The rate of interest is an indispensable part of this rationing process. 

The idea that monetary policy has little or no effect on local investment 
dies hard in local government.* At a time when high interest rates were 
grinding local housing to a dead stop, a distinguished city treasurer could 
say that “high interest rates alone are an ineffective deterrent to capital 
expenditures by local authorities particularly in relation to . . . housing and 
education.”® A dead stop does not strike one as being particularly ineffective! 
As we have seen, the position of local non-trading investment is more complex, 
but we must sit up and take notice when the London County Council says 
that “ borrowing difficulties are now causing the Council to consider some 
postponement of capital works and it is perturbed that failure to secure 
adequate finance might seriously prejudice its essential capital programmes 
and entirely preclude less essential but nevertheless desirable projects.’’® 


1The arguments are contained in submissions to the Committee on the Working 
of the Monetary System (the Radcliffe Committee), Memoranda of Evidence, Vol. 2, 


and Minutes of Evidence, Qs. 8211-8569. The Memoranda will be referred to as 
** Memo.” 


*County Councils Association, Memo. para. 76. 

SIbid., para. 53. 

‘Ibid., paras. 46-50; Association of Municipal Corporations, Memo. paras. 21-22. 
‘John Ainsworth, City Treasurer of Liverpool, Local Government Finance, June 1960. 
*London County Council, Memo. para. 9 (submitted October 1957). 
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If the largest local authority in the country cannot stand up to monetary 
policy we must doubt the claims of smaller ones that they can. 

It is correct to point out that competition among local authorities in capital 
markets has increased interest rates, but quite incorrect to call this competition 
“invidious ” and propose that it be restricted.1 We should throw very 
cold water indeed on the proposal to create a central borrowing agency to 
co-ordinate local authority borrowing and lending in order to eliminate the 
competition.2 This massive restrictive practice may well for a time reduce 
the rate of interest paid by local authorities—they are important enough to 
have a significant effect on the total demand for funds. But then the actual 
rate would be less than the free market rate and an artificial stimulus would 
be given to capital investment generally. If the rate of interest is deemed 
to be too high it should be reduced by the central bank through monetary 
policy and not by local authorities through restriction of competition. 

Nor can we have much sympathy with the notion that because lenders 
know that the larger local authorities cannot secure anything like the sums 
they require from the P.W.L.B., they are able to hold the borrowers to 
ransom.* The capital market is not perfect, but the sources of lending are 
numerous and independent and there is a high degree of mobility of funds 
between the various segments of the market. Competition to employ funds 
is keen. To argue that in this setting any one, and particularly highly trained 
financial officers, can be held to ransom is completely to misunderstand 
the workings of a well-organized capital market. 

Our analysis of the nature of direct controls conflicts profoundly with the 
view that local investment should be restricted entirely (sic) through restricted 
issue of loan sanctions.‘ It is disturbing to say the least that local authority 
representatives should be willing to insist on autocratic means rather than 
to rely on local responsibility. 

The one valid point made by the local authority associations is that the 
Government’s restriction on the freedom of local authorities to issue stock 
in the London capital market has caused a sharp increase in their short-term 
borrowings and the rate of interest paid upon them.® The minimum stock 
issue was raised from {1 million to £3 million in 1957, limiting this form 
of finance to the larger authorities. The would-be borrowers then get in 
a queue, which is at least two years long. In the four years to March 1959 
local authorities borrowed over £1,500 million, of which less than £100 million 
was by issue of stock, whereas temporary borrowing rose by nearly 
£500 million.* In part local authorities chose to borrow short in anticipation 
of a fall in long rates but, had they been free to do so, they would have issued 
more longer-term securities. Restriction on stock issues has diverted demand 


1County Councils Association, Memo. paras. 55, 75. 
*Ibid., para. 73. 

*Association of Municipal Corporations, Memo. para. 27. 
‘County Councils Association, Memo. para. 92 (6). 
*Association of Muricipal Corporations, Memo. para. 16. 
*Economic Trends, June 1960. 
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to the money market, driven up short-term rates and frustrated the efforts 
of local authorities to minimize their interest costs over the long period. 


The purpose of the restriction is to protect the terms of the Government’s 
own borrowing. The Government uses its monopolistic power in the gilt- 
edged market to reduce the supply of securities other than its own, thereby 
keeping gilt-edged prices up and the long rate down. Now the existence 
of a queue means that the price is too low. The queue may be justified 
on the ground that supply will rise to meet demand in the near future. This 
happens (or used to happen) regularly at the films. But local authorities 
queued all through the 1930’s and have queued again since 1953. This 
is too long for the Government’s arguments about orderly marketing and 
proper timing of issues to cut much ice. The abolition of the restriction 
is long overdue. 


It may be doubted whether the long rate would be appreciably higher in 
consequence. The short-term borrowing of local authorities would iall and 
some of the funds released would spill over into the gilt-edged market. The 
longer the restriction is maintained, the less effective it will be in keeping 
down the cost of Government borrowing. In the meantime, local authorities 
are unable to arrange their finances to best advantage. 


This issue is important and local authorities are right to protest. But 
it should not be dramatized; even with free access to the stock market, 
the bulk of local investment would continue to be financed in other ways, 
as it was pre-1939. To conventional ways of thinking the large rise in 
temporary borrowing seems dangerous, but institutions like banks and 
building societies have been financing long-term investment with short-term 
money for a long time without apparent embarrassment. It may be cheaper 
to fund, but it is hard to see that it would be safer. 

But the fact remains that since 1955 the Government has been trying 
to have its cake and eat it as well. Due in good part to central direction 
or prodding, local authorities are committed to large capital expenditures. 
The essential corollary to this is not that the Government should provide 
“‘ sufficient finance . . . at the lowest possible rates of interest,”! but that 
local authorities should be completely free to arrange their borrowings as 
they see fit. This would maximize local responsibility and help to reconcile 
local demands on resources with those of the rest of the community. 

The local authority arguments evidently found favour with the Radcliffe 
Committee, who recommended a resumption of automatic right of access 
to the P.W.L.B.2. More important than these arguments, however, was 
the Committee’s view that money has no special significance in relation to 
other forms of paper wealth, but is best regarded as the shortest end of the 
debt spectrum. Thus, if the resumption of P.W.L.B. lending led to an 
increase in the money supply via sales of Treasury bills to the banks, this 
would be offset by a fall in local temporary borrowing—one form of short-term 
debt (temporary borrowing) would be replaced by another form of short-term 


‘County Councils Association, Memo. para. 69. 
*Report, para. 596. 
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debt (money). The change in the source of borrowing would not be 
inflationary.' 

Economists have long recognized the importance of money substitutes, 
but most would still insist that money is not only another form of debt but 
also by far the most important means of payment. On this view, there is 
all the difference in the world between a rise in local temporary borrowing 
that increases interest rates and a rise in P.W.L.B. borrowing that increases 
the money supply. The one may be partly inflationary ; the other is wholly 
so. The Government were right to reject the recommendation. 

Now let us have a look at the practice of stabilization policy in relation 
to local authorities over the past decade. 


STABILIZATION POLICY: PRACTICE 1949-59 


No very obvious attempt has been made in the past decade to regulate local 
current expenditure in accordance with changing economic conditions. As 
will be seen from Table II, this expenditure in real terms has risen steadily 
year by year at a rather faster rate than national output. Indeed, the rise 
is one of the most rapid and sustained on record. The form of central 
government grants prevented fiscal policy from being used in all but the 
last nine months of the period and if direct controls have been applied, they 
have been used very gently. Local capital investment is a different story. 

Regulation of public investment is a time-honoured means of combating 
instability. It is observable that in sixteenth century Italy the number of 
public executions tended to rise in slumps and fall in booms. While the 
ethics of this procedure may be questioned, scaffold building in time of 
slump makes good economic sense. It was with the same end (though with 
different projects!) in view that the Government, in its 1944 White Paper 
on Employment Policy, declared that “‘ for the purpose of maintaining general 
employment it is desirable that public investment should actually expand 
when private investment is declining and should contract in periods of boom.” 
It was recognized that the long-term nature of capital commitments and 
the autonomy of local authorities set limits to this policy, but the emphasis 
is clear enough. 

That emphasis is quite wrong. Public investment.is not a sort of make- 
weight to private investment. It may well be that certain public activities 
in a prolonged depression like that of the 1930’s are undertaken more for 
their contribution to total expenditure than for the usefulness of their output. 
Digging holes in the ground and filling them in again is a useful depression 
activity that should quickly be cut out as the economy revives. But public 
investment in Britain was not of this kind at all. On the contrary, it consisted 
of schools, hospitals, roads and the like which are fundamental to present 
and future welfare. A great deal of attention has been given to the 
administrative problems of organizing changes in public investment so that 
they do not make booms larger and slumps deeper. These problems of 
timing are without doubt of profound importance and we still know all too 
little about them. But economic stability has to rub along, however 


1Aside, that is, from the effect on the banks’ liquidity ratios. 
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uncomfortably, with economic growth, and to this public investment is 
fundamental. Education, public health and roads are obvious examples 
but, in addition, a growing and mobile population requires a wide range of 
services that can be provided only by public authorities. To regard this 
investment as in some way dispensable in time of boom is to run the risk 
of buying short-term gains very dearly indeed. As a general rule, stabilization 
measures should be applied right across the board, without discrimination 
as between private and public sectors. 

Again, the 1944 doctrine lays far too much stress on investment. “ Invest- 
ment” has been used in this paper in its customary way as short-hand for 
“ gross fixed capital formation.” This is the bricks-and-mortar concept of 
investment. It is a current source of confusion that investment in this sense 
is contrasted with “ consumption.” The classification is unfortunate because 
it is held that “investment” contributes to economic growth whereas 
““ consumption ” does not. It is, of course, open to us to call “‘ investment ” 
those expenditures that contribute to economic growth, but we must be 
careful to include all such expenditures and not merely some of them. It 
is here that the bricks-and-mortar concept is dangerously misleading. 

As a basis for public policy the concept is little short of disastrous. Powerful 
voices tell us that as a nation we are not “investing” enough to ensure a 
rapid rate of growth and that “ consumption” must be cut back to make 
room for more “investment.” And by “investment” they mean bricks 
and mortar. Buta sizeable part of what they dub “ consumption ” contributes 
to economic growth by improving the skill and quality of the labour force 
and by increasing the efficiency of a complex productive system. A leading 
American authority said recently that “ at least part of the expenditures for 
education, research, health, recreation and even some items of food, clothing, 
housing and personal services (all now included in consumer outlay) ” 
contribute importantly to economic growth,’ and he suggests a figure as 
high as 25 per cent. So on the bricks-and-mortar criterion we are in danger 
of cutting investment expenditures which have wrongly been called “ con- 
sumption.” And if the figure of 25 per cent. is «ovthing like right, then the 
investment component of what is now ca’ °4 “ aption ” is larger than 
investment as it is at present define’. . mortar have no special 
significance and that significance « < level of wealth increases. 

The contemporary practice ‘| <lse Current expenditures of public 
authorities “public consu..: .. and their capital expenditures “ public 
investment.”? We can now see that this distinction is meaningless for 
economic growth. The classifications that are useful in analysing the problem 
of economic stability and measuring economic welfare at a point of time 
have been carried over to the problem of economic growth—the increase in 
economic welfare over a period of time. Instead, and late in the day, we 
need new classifications, even if we continue to use the old terms, to enable 
us to think clearly about this complex problem and to make sensible suggestions 
for public policy. The contemporary prescription of “ more investment ” 


1Simon Kuznets, Economic Growth, pp. 77-78 (Free Press of Glencoe, Illinois, 1959). 


*See, for example, Central Statistical Office, National Income Statistics, Sources and 
Methods, p. 11 (H.M.S.O., 1956). 
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is crude and dangerous. Our first task is to discover what “ investment ” 
is. In the meantime we would probably be less in danger of error if we 
regarded the whole of local spending on goods and services as “‘ investment ” 
rather than merely the bricks and mortar component. On some meaningful 
definition, local investment has increased substantially in the past decade. 

Let us now go on to see what has been happening to local investment in 
the bricks-and-mortar sense in recent years. 

In the recent White Paper on Public Investment the 1944 doctrine would 
seem to have been dropped. 


“ There is a large proportion of public investment where it would not 
be sensible to try to engineer short-term variations in momentum to match 
changes in economic circumstances as rapid or as relatively mild as those 
experienced in recent years. . . . The Government seek as far as possible 
to avoid interference with investment plans which have been approved. 
There is, however, in all the programmes some scope for short-term 
adjustments should the economic situation call for it.’”! 


Unfortunately, the deeds do not match the words. 


“In respect of all other local government services (than housing and 
education) except certain major work on roads, loan sanctions will be 
severely restricted for at least six months. During this period it should 
be assumed that there will be a virtual embargo on all new capital projects 
or expansion of existing schemes which can be deferred without risk to 
health or safety or other vital interests.” 


That was in February 1956. This virtual embargo on capital expenditure 


for water, sewerage and other basic local services continued until November 
1958. It does not square readily with the notion in the White Paper that 
“‘ marginal variations can be made by concentrating on projects which can 
be started and finished relatively quickly.” There is nothing very marginal 
about a virtual embargo! 

From the point of view of economic stability, local investment has behaved 
very well. In real terms, as Table V shows, it was stable in the 1949-51 
boom, rose sharply in the 1952-53 recession, fell sharply in the 1954-56 
boom, drifted down slowly 1957-58 and rose again in the 1959 recovery. 
Public investment as a whole followed much the same pattern. The myth 
that public investment has been violently destabilizing in post-war years 
ought finally to be exploded. The crude method of the loan sanction would 
appear at first sight to have worked at least to short-term advantage. 

But a closer look shows that this counter-cyclical pattern has been due 
entirely to local authority house-building, which throughout most of the 


1Public Investment in Great Britain, Cmnd. 1203, 1960, paras. 10-11. 

*Ministry of Housing and Local Government Circular 10/56, 17th February 1956. 

‘Ditto, 60/58, 17th November 1958. 

** Looking at the figures for the public sector, I was rather surprised to find that 
the public sector had behaved rather better over a period of five years than I had feared 
at the time. The public sector stepped up its investment in 1952-53 when the private 


sector was slack and in 1954-55 it has stepped down the tempo a little generally.” 
R. F. Harrod, Radcliffe Committee, Minutes of Evidence, Q. 10263. 
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fifties has been controlled by the market mechanism.' High subsidies and 
low interest rates produced a local housing boom in the first half of the decade 
and the abolition of general subsidies and high interest rates caused its collapse 
in the second half. Rising rents have brought local house-building for general 
purposes practically to a standstill and building now consists chiefly of 
providing houses in slum clearance and overspill schemes which are subject 
to government subsidy. Local housing has declined from over two-thirds 
to well under one-half of local investment and its fluctuations have fitted 
well with the general state of the economy. 

Local investment other than housing has not been counter-cyclical. In 
real terms, it has risen steadily year by year, with one slight dip in 1958, 
finishing the period £120 million higher and more than replacing the fall 
of £100 million in housing. Education was largely exempted from the 
investment cuts and took about half the increase. Given the direct central 
regulation of local investment, this seems sensible enough in view of the 
rapid increase in school population and the contribution of education to 
economic growth. But central officials have been fortunate in having the 
“fat” of local housing to cut into and where the market mechanism has 
worked to good effect. The process of cutting local housing to make room 
for schools cannot be repeated—unless, that is, slum clearance is slowed down. 

This fact alone will make future central choices far more difficult to make. 
In addition, the rest of local investment—other than housing and education 
—amounted to only £140 million in real terms in 1959, compared with total 
national expenditure of around £20,000 million. While it is true in 
stabilization policy as in anything else that “every little helps,” there is 
simply not enough here to make any appreciable difference. Further, at 
£140 million this investment has only now recovered to its pre-war level . 
and, measured per head of population, is still below it. So to keep the total 
from rising is as suspect as cutting it back. 

It is here that we can see the “ virtual embargo” of early 1956 in 
perspective. Capital expenditure on the whole range of local services other 
than housing and education® in real terms was £118 million or £2.3 per 
head, compared with £146 million or £3.0 per head in 1938. New capital 
expenditures on roads, water supply, sewerage, fire services and the like, as 
well as local amenities, were held up for two years in this small and already 
attenuated sector. With total output per head since 1938 up by a quarter, 
it does not need an excessive tenderness toward the public sector to feel 
that something is radically wrong. What was adequate (if it was) in the 
depressed year of 1938 cannot possibly have been adequate in a boom year 
of a growing economy nearly twenty years later. 

There could not be a more damning indictment of the present capital 
allocation system. With the best will in the world, it cannot help but be 
crude and arbitrary. It is based upon neither principles nor knowledge. 


1The system of housing allocations to local authorities was not abolished until 
November 1955, but, generally speaking, it had been ineffective for some time before then. 
*Cmd. 1203, 1960, para. 63. 


’For purposes of comparison, trading services are also excluded. 
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Its outcome in terms of present and future welfare is utterly uncertain. Its 
operation imposes intolerable restrictions on local freedom: what real stuff 
is left in local government when a local community cannot build itself a 
new town hall without a paternalistic nod from the centre? We are getting 
the worst of the two worlds referred to earlier. Nor need the abolition of 
the system lead to economic instability. The very existence of the system 
is an indication that the rate of interest is too low or the central budget surplus 
too small. Fiscal and monetary policies will do the trick if applied in time 
and with sufficient resolution. They present a more exacting task than 
simply clapping down on loan sanctions. Life would be more trying for 
central officials. But, as Keynes once remarked, we shall sleep more peacefully 
in our beds if we know that Treasury officials are sleeping less peacefully 
in their’s. 
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The Influence of the Nationalized 
Industries 


By PROFESSOR RONALD S. EDWARDS 


This paper by the Deputy Chairman of the Electricity Council was 

delivered to the Royal Institute of Public Administration in London on 

5th December 1960, in the series “‘Public Authorities and the National 
Economy.” 


HE subject on which you have invited me to speak is difficult to treat 

in any but a tentative and speculative manner. Influence is hard to 
define and rarely capable of measurement. Nationalized industries are far 
from homogeneous and differ greatly in the problems they face. I expect 
that you would like me to deal with those fields of influence where there 
might be some significant difference between publicly-owned and private 
industry. 

It is, however, by no means easy to draw a sharp dividing line; all 
industries, public and private, influence the standard of living through their 
success or failure in pioneering technical and administrative improvements, 
their success or failure in raising quality, in discovering or inventing new 
products or processes. All industries, public and private, exert social influence 
through their behaviour towards their workpeople and their consideration 
of interests wider than those of their own shareholders, customers and staff. 
Within the confines of a single lecture it is difficult to avoid over-simplification 
and what I have to say may sound more dogmatic and less tentative than 
I would wish. You must also understand that I am giving you entirely 
personal views. It is inevitable that my remarks will be coloured by and 
based on my experience with the electricity supply industry, but the views 
I shall express are not necessarily shared by all my colleagues. 

The two distinguishing features of the public sector which will be in my 
mind are the following: first, the public sector contains most of those 
industries which, long before nationalization, had special statutory rights 
and obligations and were known generally as public utilities. These industries 
have always involved very complex economic problems on which there is a 
large literature. Secondly, nationalization, while increasing the number of 
industries having special statutory rights and duties, and concentrating the. 
existing ones into a few large units, has brought these industries much more 
into politics. Since the industries have been acquired by the nation, 
Parliament feels that its duty in respect of them certainly does not end with 
legislating the statutes under which they operate. 


CAPITAL REQUIREMENTS 


Some of the most vexing problems engaging the attention of nationalized 
industries, Ministers and Parliament are concerned with ‘capital, borrowing 
and prices. It is on them that I shall concentrate. The capital development 
programmes of those nationalized industries which are public corporations, 
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together with the Post Office, will call for gross capital expenditure in 1961-62 
of about £800 million.1 To the extent that this capital is not found by the 
customers of those industries it will come from the Treasury. The Treasury 
will get it in part by borrowing and in part from the budget surplus—in 
plain words from taxation. Since the Treasury’s capital market operations 
are of central importance in the battle to secure a steadily expanding economy 
without inflation and since taxation is Parliament’s business, the borrowing 
requirements of the nationalized industries raise major problems in the 
public domain. 

In most cases the nationalization statutes require the Boards to ensure 
that their revenues are not less than sufficient, taking one year with another, 
to meet outgoings properly chargeable to revenue. Some nationalized 
industries have not, in fact, managed to do this. Others have paid their 
way, but none has made or sought to make a large profit, and in this I believe 
that they have followed the wishes of most of the community. Most people 
are customers of the nationalized industries, and customers rarely advocate 
higher prices. Members of Parliament represent these customers in their 
capacity as voters and can hardly be expected to view enthusiastically price 
increases which their constituents very naturally dislike. This general 
antipathy to paying more than we are forced to pay is reinforced by the 
view that has been frequently expressed since the war that, if the prices of 
nationalized industries go up, even in response to cost increases, the effect 
is so widespread that it increases the risk or the extent of inflation. 


PRICES AND INFLATION 


This is a very complex problem to which we are a long way from having 
clear answers. If a particular price is raised in response to an increase in 
cost, those who pay the price have less available for other things so that 
the increase in cost which raises pressure on resources is matched by a 
reduction elsewhere resulting from the lower remaining spending power of 
those who have paid the higher price. On the other hand, if a price has 
not been increased in response to a cost increase, the undertaking concerned 
will have less profit, i.e., have less available for dividend or ploughing back, 
so that the increase in pressure engendered by the higher cost is matched 
by reduced pressure from curtailed dividends or investment. 

This simple logic is not defeated by the fact that an industry happens 
to be publicly owned. If the price charged by a nationalized industry is 
not increased in response to a cost increase the surplus will be reduced and, 
even if capital investment is not reduced because the industry is allowed to 
borrow more from the Government, the Government must either borrow 
more or increase taxation, so the pressures are reduced by a diversion of 
resources from other borrowers or taxpayers. 

Why then, if forced price stabilization merely diverts pressure from one 
point in the system to another, all the fuss about price increases and inflation ? 
As I have said, the issues are complex, and decisions to make or not to make 
price changes can affect the length of the lags that govern the speed of the 
spiral. Their effects, however, are complicated and tenuous. In those 


1White Paper, Public Investment in Great Britain, Cmnd. 1203. 
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periods when the whole community is trying to do too much, when resources 
are fully engaged, and when any further demand for them merely raises 
their prices, the major factor is the supply of money and credit. If people 
cannot get hold of more money or credit, inflation will be stemmed. It is 
not, however, just a problem of controlling money in the sense of cash and 
banking facilities. It is a problem of controlling all those sources from 
which the power to bid for resources derives. How this can be done is 
indeed one of the big economic problems of our times. It underlies much 
of the Radcliffe Committee Report and the issues have been clearly displayed 
for us more recently by Professor R. S. Sayers, one of the members of the 
Committee, in his Presidential Address to Section F of the British Association. 

How far it is possible to restrain or increase demand for credit facilities 
by the operation of interest rates ; how far we must rely on the crude device 
of changes in the control of hire purchase; whether we might rely for a 
more widely spread influence on fairly frequent increases and decreases in 
national insurance contributions or P.A.Y.E., are questions that would take 
us beyond our field. The only point that I want to make is thac there is 
very little reason to believe that a significant contribution can be made to 
the control of inflation by arbitrarily holding down the prices of the products 
of nationalized industries! Such small advantage as might sometimes be 
claimed is not ordinarily enough to over-ride the strong presumption that 
it is better to ensure that the prices are made to cover the costs. 


PRICING AND SELF-FINANCING 


So that there may be no misunderstanding of what I have to say in a moment, 
I want to emphasize that I am not implying that nationalized industries 
should think in terms of automatically passing on cost increases. In some 
fields they face strong commercial competition which in any case will prevent 
complacency. In other fields, where they enjoy monopoly or quasi monopoly 
conditions and the ordinary commercial pressures do not fully operate, it 
is imperative that these pressures be supplemented by administrative ones 
and that a never-ending effort be made to keep down costs and improve quality. 

It is, however, one thing to be constantly striving for cost reduction and 
quite another to keep prices below cost. There appears to be a growing 
realization of the unwisdom of this and a growing tendency to question the 
working rules and pressures which result in the public Sector securing a 
much lower proportion of its capital requirements from the prices it charges 
than is the case in the private sector. Three inter-related questions are 
being asked. First, do the relatively low prices in the public sector result 
in capital expansions there larger than would be the case if public industry. 
earnings were more in line with private industry earnings, and if so is this 
desirable? Secondly, in so far as public sector borrowings increase the 
Treasury’s pressure on the capital market and limit its power to keep short- 
term debt under close control, do they add to the risk of inflation? Thirdly, 

1In some circumstances the arbitrary holding down of prices is likely even to stimulate 
inflation. Thus, if it means that the nationalized industry concerned has to borrow 
more from the Government to meet its capital programme, and the Government in 


turn covers the requirement by the issue of Treasury bills, the result is to increase the 
base on which additional purchasing power can be founded. 
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if part of the nation’s capital is to be raised from compulsory saving through 

the taxpayer and, incidentally, through the ploughing back of private sector 

profits rather than their release as dividends, ought the customers of the 
nationalized industries to make a larger contribution ? 

Recent statements indicate the direction in which ideas seem to be moving. 
In the recent debate on public investment the Chancellor of the Exchequer 
had this to say : 

‘*. . . investment should be expected to justify itself by its return in higher 
production or reduced costs. I am not suggesting that this return should 
necessarily match the returns obtained on the investments of private industry 
and trade generally, but it should be a return which will cover depreciation, 
obsolescence and interest and still leave something to build up reserves. 
That is the criterion at which we must aim in this matter.” 

In the same debate, Sir Toby Low, the Conservative Member who is 
Chairman of the Select Committee on Nationalized Industries, referred to 
the “ great contrast in the availability of savings on the one hand and the 
expenditure on the other between the private and public sectors ” and argued 
that “ the first step to put this right is to get the pricing policies right and 
commercial efficiency.”* On the other side of the House, Mr Jay made 
the point that “the main trouble with nationally owned transport today 
has been the continual interference by Ministers which has prevented charges 
and fares being raised. I hope to goodness the lesson has been learned at 
last.” 

Even more significant is the report sent to Parliament by the Postmaster 
General a week or two back in which the following statement appears : 
“The £21 million surplus, however, represents only 5 per cent. of Post 
Office expenditure or 2} per cent. of the net assets employed (£830 million). 
The full return on those assets (taking into account profit before contribution 
in lieu of taxation, interest and supplementary depreciation) was about 
8} per cent. The corresponding return for private enterprise generally 
would be nearly double that figure. 

“A public enterprise carries, of course, social obligations which rule out 
a precisely equal performance. But a concern like the Post Office, with 
capital requirements of some £100 million annually, can hardly be said to be 
paying its way unless it provides a return not too remote from that in the 
private sector, and one which will enable it to plough back a satisfactory 
proportion of its own capital. These conditions appear to call for a return 
on capital of at any rate not less than 8 per cent.” 

The dictum of the Postmaster General seems to me to raise two theoretically 
separate issues. First, on the assumption that a nationalized industry is 
meeting its full costs, how much extra can reasonably be taken from its 
consumers to compensate for any special advantages the industry might 
enjoy as compared with private industry? Secondly, how far is it desirable 


1H.C. Deb., 9th November 1960, Col. 1057. 

2H.C. Deb., 9th November 1960, Col. 1078. 

3H.C. Deb., 10th November 1960, Col. 1234. 

‘Post Office Report and Commercial Accounts, 1959-60, page 4. 
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and equitable to tax its customers—who may have no other competitive 
source of supply of the product—in order to reduce general taxation or the 
strain on the capital market ? 

On the first point it must be recognized that the nationalized industries 
enjoy borrowing terms based on government credit rather than their own. 
This benefits least those industries of high credit rating; it benefits most 
those industries with low credit rating. With its steadily growing demand 
and its comfortable surpluses the electricity supply industry would probably 
enjoy credit terms in the market not much below those of the Government 
itself. The railways, on the other hand, would have to offer much more 
tempting terms than the Government’s, resulting in an even greater deficit 
to be borne by the taxpayer during the reconstruction period. Indeed, it 
is unlikely that the railways could themselves raise capital on terms that 
would make any sizeable reconstruction programme possible. 

Perhaps I may digress for one moment to ask whether there would be 
any substantial merit in those nationalized industries which have some chance 
of raising their capital on their own credit being sent to the market for it? 
The Radcliffe Committee thought not. The industries themselves have 
not expressed a public view; nor has the Government yet definitely 
announced its future policy. A return to the market would tend to underline 
the commercial nature of the industries. It would also help to spare those 
who run them from the reproach—which is extremely irritating since all the 
money is borrowed at interest and is repayable—that they are spending 
“public” money. On the other hand the amounts involved are so large 
and the operations would be so critical for government financial policy that 
it is hard to see any real freedom becoming practical politics. 

To return to the main argument, it is clear that the government guarantee 
is worth something, though to the expanding and profitable industries it is 
worth less than it is worth to the rest. Secondly, it is worth something 
to be out of the queue. It should not be forgotten that the capital market 
is not free in the sense that anyone can go to it at any time and immediately 
raise as much as he wants provided he is willing to foot the bill. The whole 
complicated mechanism of issuing house priorities and underwriting mean 
that access to the market is controlled and the going rates for capital are 
therefore to some extent below what the natural rates would be. Thirdly, 
the fact that the Government through the budget surplus adds to the total 
supply of capital—though probably not to the full extent of the budget 
surplus—means that the pressure on voluntary saving is to some extent 
reduced and the price of capital kept down. 

Nationalized industries enjoy, as against private industries, the advantage 
of the government guarantee and the advantage of avoiding the queue. It 
seems to me proper that the prices of the nationalized industries should 
reflect something for these advantages. The third advantage, resulting from 
the budget surplus, they share with all borrowers and there seems no reason 
why this should be charged specially to their account. 

Some surplus then, over and above the level of reserves required to meet 
adversity or short-term fluctuations, is a reasonable charge on the customers 
of nationalized industries. When we go beyond this we raise the second 
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main issue I referred to, namely how far it is reasonable to tax the present 
customers of nationalized industries in order to reduce the borrowing burden 
falling on the general taxpayer or the strain on the capital market. 

There is a wide range of opinion on this. At the one extreme some would 
concede virtually nothing and at the other extreme some would require 
nationalized industries to secure virtually the whole of their capital require- 
ments from the customers. The arguments would take us beyond our present 
subject and there is really only one point I want to make. It cannot be for 
those who run the nationalized industries of their own volition to tax their 
customers, however good the cause may be. It must be for Ministers and 
Parliament to decide and take responsibility for this decision. And they 
must bear in mind not merely the interests of the taxpayer but also the need 
to preserve a framework in which competition between industries is broadly 
related to costs. If say two industries facing one another in competition 
were required to carry significantly different burdens, competition and the 
use of resources could be distorted. 

It might be useful against this background to review what has happened 
in the electricity industry since this is the public industry I know best. 


SELF-FINANCING IN ELECTRICITY SUPPLY 


In 1958 the borrowing powers of the industry were running out and it was 
necessary to secure statutory approval for an increase. For this purpose 
the Electricity Council prepared a seven-year programme based on its forecasts 
about the growth of demand. It estimated that gross capital expenditure 
would be £2,130 million, and the question that had to be answered was 
how much of this should come from the consumers and how much should 
be borrowed. The Council recognized, on the one hand, the duty of the 
Boards to do justice as between present and future consumers and, on the 
other, the heavy burden that their capital requirements imposed on the 
Government as borrowers, and on the taxpayer. 

In broad terms the Electricity Council felt that it should charge prices 
which fully cover costs, including depreciation and interest and, that so far 
as was possible without jeopardizing its competitive position, it should seek 
to finance rather more than it had hitherto done from internal resources. 
Its programme was based on the expectation of providing from depreciation 
provisions, from contributions to capital expenditure made by consumers, 
and from surplus 48 per cent. of total capital expenditure, as against the 
figure of 42 per cent. achieved over the previous decade. 

The results of the first two of the seven years have conformed broadly 
to the programme. They have yielded depreciation provisions adequate 
to cover the costs in current value terms of the capital used up and, after 
payment of interest on borrowings, they have left surpluses equivalent to 
nearly 14 per cent. per annum on the net assets of the industry. The industry 
is just meeting its promises. To continue to do so it will have to pass on 
the additional costs which it has recently had to face in wage and salary 
advances and coal price increases. That, however, is another story which 
we must leave on one side. I have analysed in detail the financial position 
of the industry elsewhere and I do not want to go over the same ground 
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again. The point I want to underline here is this. On the matter of self- 
financing, the industry took a view when Parliament was approached for 
extended borrowing powers. Ministers were made fully aware of the 
programmes on which that view was based. Parliament (and for that matter 
the public too) was informed of the industry’s proposals. Ministers agreed, 
and both main parties in Parliament agreed, that the self-financing proposals 
were reasonable. 

No one can prove that what the industry is doing is likely to lead to the 
best all-round position having regard to the conflicting and complex interests 
involved. On the other hand those who have a right to be heard have been 
heard—the Boards, who are charged with statutory duties towards the 
consumers, and the Government and Parliament who have wider respon- 
sibilities. If and when the Government and Parliament wish for a review 
it is in their power to require it. In particular the Minister must ask 
Parliament for an affirmative resolution for the release of the remaining 
borrowing authority contained within the Electricity (Borrowing Powers) 
Act, 1959, atter the first tranche of £400 million borrowing has been exhausted. 
This will be in about a year’s time. 

Although the industry is working to the agreed programme no one should 
think that this does not involve problems. The higher rate of self-financing 
has meant the emergence of higher so-called surpluses. It is by no means 
easy to convince the public and the employees that these surpluses are not 
available for either the reduction of prices or the betterment of conditions, 
and that they are the industry’s modest contribution to the cost of the 
tremendous growth which has to be financed. 

It is perhaps unfortunate that we use the word “ surplus ”—a word that 
connotes something left over. It seems to me very natural that those who 
are fighting for a higher standard of living should look upon the surplus 
as something in which they might share. It is equally natural that consumers 
would like some of it back, or would expect that when rising costs are met 
they should be absorbed by the surplus. 

There is a very big problem ahead to explain the facts to the public 
convincingly. I think that we could do something by altering the form 
of the accounts in order to show more clearly that all the money taken from 
the consumers is ploughed back into the business and that there are no free 
reserves. But more important, we must explain, day in and day out, the 
enormous problem presented by the need to create capital if this country 
is to sustain and increase its efficiency. 


UNECONOMIC PROJECTS 


I have so far talked about the general level of pricing in nationalized industries 
and I now wish to turn to special problems on which a good deal of public 
attention has been recently focused. 


The problem of price determination involves a whole series of very complex 
sub-problems. First, every investment decision involves making a forecast 
of future receipts and future expenditure. There is always a margin of 


1 The Finance of Electricity Supply,”’ Lloyds Bank Review, October 1960, 
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error, and sometimes a large margin, in the figures. Secondly, investments 
often yield a number of products or services from joint processes, e.g., gas 
and coke from a carbonization plant, coals of various qualities from a mine 
and the carriage of goods and the carriage of persons on a railway track. 
The allocation of joint costs between different products or between different 
consumers is conceptually meaningless. The allocations are arbitrary. 
Thirdly, there are problems of the short run and problems of the long run. 
It may pay to take business at anything over prime cost in the short run 
since half a loaf is better than no bread. It may pay to give new bodies of 
customers price concessions in the short run in order to expand total demand, 
and secure scale economies to all customers later on. 

The brute fact is that there can be no simple and reliable rules about 
pricing. There are elements of strategy, tactics and plain guesswork. It is, 
however, important to try to distinguish two broad types of decision: (a) 
those where concessions are given to new customers, or to particular groups 
of customers, because it is thought that either immediately or in due course 
other customers will benefit or at the very least will not suffer, and (6) those 
where it is reasonably certain that particular customers or groups of customers 
are being served on terms that, even on the long view, mean that other 
customers have to be charged more or that the surplus of the industry will 
be lower than it would be if they were not served at all. In the real world 
it is often very difficult to distinguish these two types of case. Where, 
however, a decision is thought to be of the second kind it is really in the 
public domain. It involves subsidy of one person or group by others who, 
when buying from public sector industries, usually have access to only one 
supplier of the particular good or service. 

To some extent statutory restrictions carried over from pre-vesting days 
and provisions included in the nationalization Acts give protection to customers 
who may not be happy to bear higher prices in order that others may be 
served at prices which do not fully reflect costs. This, however, by no means 
disposes of the problem. There are a number of subsidized services. We 
have, for example, the telegraph service, the money order service and transport 
services (both rail and air) which cannot on any reasonable tests be said 
to carry their costs. These subsidized services are normally defended on 
social grounds. 

There is a widely held view that certain types of service should be available 
to all and that no man should be deprived of them merely because he lives 
in a remote area where the costs of serving him would be more than he could 
“ afford.” It might be “ fair” to call upon him to pay something towards 
the higher costs, but at some point the price would be regarded as “ unjust.” 
There is also a view that new customers shall not be charged substantially 
more than old customers were charged for being connected to a service, 
since this would be “ unfair ” to the new customers. What would be “ unfair ” 
depends, of course, on all kinds of considerations, rational and irrational. 
I do not want to enter into the merits of giving subsidies to particular classes 
of customers. I want merely to make the point that where it is happening 
the industry concerned is being used as a vehicle of taxation; its price 
arrangements are, in effect, redistributing income between different citizens. 
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Many decisions on railway fares and railway investment raise this problem 
and the Select Committee on Nationalized Industries commented on it as 
follows in their report dated 11th July 1960: 

““ The operation of railways is a public service, whether performed by a 
nationalized industry or by privately owned companies. But whoever 
undertakes this service has to make, or help in making, the difficult decision 
about what size and shape of railways to provide. 

“In deciding this, the Commission could have based their decision on 
financial grounds and provided only such services as were profitable. They 
have, however, viewed their duty in a different light. They have been guided 
in a number of decisions by what seems to them to be social needs, as well 
as by what is economically wise ; and it is in this way that they have considered 
proposals for new modernization schemes, without asking the Minister for 
his views on the subject (Q. 1904, 1931). 

“It seems to your Committee that the best initial test of what the public 
need is given by what they will pay for. If, thereafter, there are other 
considerations which make it desirable for members of the public to travel 
or freight to be carried on some routes at prices below the cost, it should 
be for the Government and not the Commission to decide.’”! 

Rural electrification is another example of this problem. Rural consumers 
are in general farther from the main distributive network and more scattered 
than urban consumers and it therefore costs more to connect them and to 
supply them. A good deal of rural electrification is, or will become, profitable 
in the sense that it will yield more than the “ avoidable ” costs of the supply 
although it may produce less than a proportionate share of overheads. There 


are, however, some schemes which cannot by any stretch of language be 


“ 


regarded as “ commercial.” This is not a problem that the Boards can 
just duck. They are charged by the Statute with securing “so far as 
practicable the development, extension to rural areas and cheapening of 
supplies of electricity.” If they so wished, the Boards would be free to 
charge different tariffs in different parts of their areas. Equally, they would 
be free to charge the would-be rural consumer a large or small contribution 
or nothing at all towards the cost of connecting him. All Boards do, in 
fact, seek to recover some part of the cost of connection by a capital con- 
tribution or by requiring the consumer to guarantee a certain minimum 
consumption for a period of years. The recovery of the rest of the cost 
depends on the growth of his future consumption. 

Since the interpretation of the Statute would involve, in some cases, a 
substantial element of subsidy, the proper course, as I see it, was for the 
industry to determine broadly the way in which it would propose to discharge 
its duty, and then for the Minister and Parliament to consider whether in 
the public interest the industry’s proposals were satisfactory. This is in 
effect what happened. 

The industry worked out a long-term programme covering two periods 
of five years in response to a request by the Government that there should 
be a real drive on rural electrification. The Minister of Fuel and Power 


1Report from the Select Committee on Nationalized Industries: British Railways, 
paras. 413-415. 
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on 9th November 1954 reported to the House of Commons the request 
he had made and told the House about the first five years of the programme.? 
The extent of the programme was indicated and the cost in capital was 
estimated and stated. The revenue burden on other consumers, or on the 
Boards’ surpluses, was not stated, but it is difficult to see how anything 
but the wildest guess could have been given. 

It so happens that I, as an individual, believe that the proper course, if 
rural consumers are to be subsidized, is for the Government to put them 
in possession of the resources needed by way of grants and loans, and for 
the consumers then to pay reasonable commercial terms to the Boards for 
their connection. To some extent this is already happening through the 
Farm Improvement Scheme introduced under Part II of the Agriculture 
Act, 1957. It is part of my general philosophy that the closer nationalized 
industries are permitted and encouraged to approximate to commercial 
businesses, and the less they are required to do uncommercial things, the 
better they will do their job. If, however, Parliament does not want to 
put rural electricity consumers in such a financial position that the Boards 
can be absolutely commercial in their dealings with them, and if, nevertheless, 
it wants these rural consumers to be subsidized, then I would sooner see 
this done out of the electricity supply industry’s surplus than by way of a 
subsidy to the industry from the Exchequer. Subsidies to industries are 
open to so much misunderstanding. It is galling enough to be told that 
one is using “‘ public money ” almost as though one had one’s hand in the 
till, when one is merely borrowing from the Treasury capital at interest. 
If the industry received a subsidy for carrying out uneconomic work it would 
almost certainly be accused of inefficiency and of burdening the taxpayer. 

In brief then it seems to me right that nationalized industries should 
strive to relate their prices to costs as closely as practicable, but that if their 
statutory requirements oblige them to consider supplying some customers 
on a basis which involves a significant measure of subsidy these programmes 
ought to be cleared with Ministers and Parliament. Having said this, however, 
I would emphasize that I do not believe that it is a matter for Ministers 
if Boards take the view that they wish to supply people initially on favourable 
terms because in their commercial judgment they think that this will be a 
good long-term proposition. Private industry is free to do this and public 
industry must be equally free to make similar business judgements. The 
dividing line is between a business judgement and a social judgement. 


COUNTER-CYCLICAL CAPITAL EXPENDITURE 
I have spoken of the influence of nationalized industries on the capital market 
and on taxation, and of their power through the pricing policies to affect 
the distribution of income of the community. I now want to say just a word 
about their capital programmes as potential stabilizing forces. 

The recent White Paper, Public Investment in Great Britain,? was most 
interesting in its comments on the famous 1944 White Paper on Employment 
Policy.* I well remember when the drafts of that paper were circulating 


1H.C. Deb., 9th November 1954, Col. 1054. 
*Cmnd. 1203. 
3Cmd. 6527. 
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among those of us who were then civil servants, temporary and permanent, 
how we thought of the economic problem in terms of large cyclical swings 
and of public expenditure as a counter-measure to big declines in employment. 
The problem of managing an economy, with virtually brim-full employment 
requiring frequent and rapid adjustments to keep it on the one hand from 
inflation and on the other from slight recession, which in other days would 
itself have been regarded virtually as full employment, was not then in the 
forefront of people’s minds. 

Recently there has been growing realization that, since the programmes 
of the public sector are themselves related to economic requirements, it is 
no more possible, without costly dislocation, to play ducks and drakes with 
them than with any other industrial investment programmes. There has 
also been an increasing appreciation of the difficulty of quick action. Lord 
Amory, the former Chancellor, in his address to the Institute of Municipal 
Treasurers and Accountants earlier this year, said, “ We doubt whether 
variations of this kind could alter the aggregate of public sector investment 
within a period of twelve to eighteen months by more than 2 or 3 per cent. 
without causing harmful dislocation and defeating its own object by reason 
of the delays inevitable in carrying the action through.”* The recent White 
Paper makes the same point: “ .. . a decision to stimulate or restrain 
the rate of expenditure must be made in good time if it is to have counter- 
cyclical effect. It may be six months until significant results begin to become 
apparent and the full effect may not make its impact until a year after that.”’? 

Perhaps it will be useful if I make brief refereiice to our experience in 
the electricity supply industry to point both the limitations and the 
possibilities. 

In late 1958, in the period of recession, Ministers invited the industry 
to bring forward those short-term capital projects which could be completed 
by the end of 1959, since the Government expected 1960-61 to be a year of 
heavy expenditure in which the total pressure on the economy would be 
high. Therefore they wanted some reduction in the expenditure of the 
electricity supply industry in that year in compensation for the additional 
authorization in the previous year. 

The industry was very glad to bring forward capital projects as its networks 
were seriously below the proper strength and needed reinforcement. Because 
of the time factor only modest additional programmes were possible, but 
even these were useful from the industry’s standpoint. The effect of what 
the electricity supply industry was able to do, plus what was done elsewhere, 
helped to prime the economy’s pump and to increase the pressure on the 
country’s total resources. Everything up to this stage went according to 
the book. The book, however, had not pointed out that one of the first 
results of a pump-priming exercise would be to increase the demand for 
electricity in new factories and houses, and for existing businesses and homes 
that wanted more power as output and incomes grew. Therefore, instead 
of the electricity supply industry’s demand for capital being lower after the 

1Lord Amory’s address to the Institute of Municipal Treasurers and Accountants 
on 16th June 1960 at the 75th Annual Conference. 

*White Paper, Public Investment in Great Britain, Cmnd. 1203, para. 10. 
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pump-priming it was higher and indeed the industry had to seek from 
Ministers an increased expenditure approval for 1960-61. 

The lesson is this. Had there been some small excess capacity in the 
distribution system the stimulated demand could have been met by using 
up the excess capacity without increased capital expenditure. But with no 
excess capacity the choice lay between increased capital expenditure or a 
further deterioration in the state of the networks in relation to the demands 
upon them. If the capital programmes of the nationalized industries are 
to be used to a modest extent—and no more than this is practicable—as a 
counter-cyclical device the game must start by putting the industries in 
a position where the availability of capacity is slightly greater than the need 
for it. After each period of restriction they must be allowed to recover that 
position. 

Who should meet the cost of this anti-cyclical behaviour, the cost of having 
for part of the time capacity in excess of needs, and the costs arising from 
dislocated planning? If the results are achieved merely by permitting the 
industries concerned to spend more than they want to spend in one period 
and requiring them to spend less than they want to spend in the next period, 
the cost will fall on their customers. It might be that the rate of interest 
itself would be a sufficient adjusting factor. If the rate for new borrowing 
declines significantly in the period when it is desirable to stimulate investment 
and rises in the period when it is desirable to check it, the industry concerned 
is to that extent compensated for the cost of making programme variations 
which are dictated by the general public good rather than the good of their 
customers as such. Moreover, if the management of the money and capital 
markets is arranged so that this raising and lowering of rates is significant 
enough and widespread enough to affect all industries rather than the 
nationalized industries alone, the rest of industry will also be made to feel 
the impact of stabilization policy. 


CONCLUSION 


There are many other fields of influence about which I would have liked 
to speak had there been time. The nationalized industries include the largest 
employers in this country and their attitude to recruitment, education, 
training, joint consultation and wages and salary questions is bound to have 
an influence well beyond the industries concerned. The enormous resources 
they command make their decisions on research and development, both as 
to volume and choice of projects, of cardinal importance to the speed and 
direction of innovation. The ability to place or withhold large orders for 
the most advanced equipment designed by others extends their influence 
on technology into many other fields. Their attitude to natural amenity 
and to aesthetic questions when designing their plants and buildings will 
have a profound influence on taste. 

These, and many other matters, I have with regret left aside—otherwise 
an already sketchy paper would have been even sketchier. The general 
shape of my own attitude—my own prejudices if you like—is this. As far 
as practicable I believe that the nationalized industries should be run, and 
Governments should encourage them to be run, as commercial undertakings. 
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This does not mean that they would have no sense of responsibility for any 
interests other than those of their customers and their employees, any more 
than is the case with the great industrial undertakings in the private sector. 
It does, however, mean that they would continue to be dominated by a 
business sense. Anything which undermines this ought to be looked at very 
carefully indeed. 

Having made this point it is necessary to recognize that there are major 
questions on which the industries cannot take a purely commercial view. 
The nationalized industries are governed by statutes. Certain duties are 
written into these statutes in very general terms and in some cases these 
duties are in conflict and must be the subject of compromise. Other duties 
may flow from the wishes of Parliament crystallized through the control 
of capital programmes by Ministers and in statutory directions or instructions 
on matters of national interest. 

There has recently been much examination by the Select Committee on 
Nationalized Industries and by others of the appropriate relationship between 
Ministers and those they appoint to run the nationalized industries. Opinion 
in general seems to support the view that, if Ministers press the Boards 
hard in the wider public interest to take action or refrain from action differing 
significantly from the Boards’ own judgment of the course dictated by their 
own conception of their duty, ministerial wishes or instructions should be 
publicly known and, if necessary, defended. 

This seems to be right, but no one should think it settles all questions 
covering the relations between Ministers and Boards. There are often 
matters on which it is possible within the four corners of a proper commercial 
decision for Boards to accommodate views bearing on the wider public 
interest. Discussion with Ministers and their advisers on these is bound 
to be continuing and informal. Its end product may well be decisions which 
Ministers have influenced, but nevertheless still decisions which Boards are 
perfectly happy to defend as good commercial ones. In such cases it would 
be unnecessary and even impracticable for any public statement about 
responsibility to be made. Yet again there are matters on which Boards 
may be perfectly happy to accept the views of Ministers, but where it is 
proper that these should be publicly known and discussed because they 
involve issues of taxation and subsidy. 

The country is feeling its way, in its usual pragmatic manner, towards 
the most appropriate handling of these questions. I am reminded when I 
think of problems affecting relationships of how much the ease or difficulty 
of solving them depends on the way in which they are tackled. Sydney 
Webb wrote with great wisdom when he underlined the importance of good, 
manners to good management. 
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The Reform of London Government 


By WILLIAM A. ROBSON 


Professor Robson is an authority on London government and on the 

government of metropolitan areas. He published his ‘‘ Government and 

Misgovernment of London” in 1939, and the first edition of his ** Great 

Cities of the World” appeared in 1954. He gives a warm welcome to 

the Report of the Herbert Commission even though he criticizes it at 
several points. 


HE Report! of the Royal Commission on Local Government in Greater 

London :s an extremely important document for several reasons. First, 
it is the only official inquiry into the government of the metropolis—and the 
subject has been considered by numerous Royal Commissions, Select 
Committees of the House of Commons, and Departmental Committees 
since 1835—which has produced a comprehensive scheme of reform. Second, 
we have reached a critical turning point in the affairs of Greater London. 
The solution of the main problems must either be sought by means of a 
revitalized and up-to-date system of local government, or in default of that 
by some form of centralized control from Whitehall: they cannot be ignored 
under the pretence that everything is all right as it is. Third, the problems 
which London faces are basically of the same kind as those to be found in 
great cities all over the world ;* and the Report of the Royal Commission 
may well have an influence far beyond the confines of the metropolis and 
perhaps also far beyond this island. 


MEMBERSHIP AND PROCEDURE 


The members of the Herbert Commission did not include anyone with a 
sectional interest in any type of local authority in London or elsewhere.* 


1Report of the Royal Commission on Local Government in Greater London, 1957-60, 
Cmnd. 1164-1960. 


“For a discussion of them see my Great Cities of the World: Their Government, 
Politics and Planning (Revised Second Edition, 1957). 


®’The Chairman, Sir Edwin Herbert, K.B.E., is a solicitor. He is chairman or deputy 
chairman of several companies, including William Deacons Bank Ltd. and Associated 
Rediffusion Ltd. He has served on a number of official committees, notably as chairman 
of the Committee of Inquiry into the Electricity Supply Industry, 1954. The other 
members were: Sir Fohn Wrigley, K.B.E., C.B., a retired civil servant. He was formerly 
Joint Deputy Secretary in the Ministry of Housing and Local Government; Mr Paul 
Cadbury, C.B.E., Vice-Chairman of Cadbury Brothers Ltd. He has strong associations 
with Birmingham and is a member of the Central Housing Advisory Committee ; 
Mr William Lawson, C.B.E., a chartered accountant and a former President of the 
Institute of Chartered Accountants. He is a member of the Southern Electricity Board, 
and has served on various government committees; Miss A. C. Johnston, C.B.E., a 
member of the National Assistance Board. Formerly a tutor at the Bonar Law College, 
Ashridge and, during the war she served in the W.V.S. and the Civil Service; Sir 
Charles, Morris Vice-Chancellor of Leeds University since 1948 and before that Head- 
master of King Edwards School, Birmingham. Formerly a fellow of Balliol College 
and an Oxford City Councillor ; Professor W. 7. M. Mackenzie, Professor of Government 
in the University of Manchester. Served in Civil Service during the War. A member 
of the Special Commission for Constitutional Development of Tanganyika ; and adviser 
on a new constitution for Kenya. 
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The presence of such persons would almost certainly have made it impossible 
to produce an objective or national report. Thus, the independence of the 
members was one of the assets of the Commission. 

It has been suggested by critics of the Report that the members of the 
Commission were ignorant of London government and therefore unfit to 
pronounce on it. It is true that several of the members, including the 
Chairman, have had no experience of local government, and some of them 
are not Londoners; but this was more than offset by their determination 
to get to know about London government. They could have learnt singularly 
little from most of the evidence presented to them by local authorities, whether 
individually or in groups or through their associations, since the bulk of 
this was devoted to maintaining their own particular interests and preserving 
the status quo. This is explicitly stated in the Report, with the remark that 
those who favoured change “consisted of certain authorities who hoped 
to improve their status or powers.” With very few exceptions the evidence 
of local authorities was extraordinarily biased, and most of them were unable 
or unwilling to look outside their own areas. 

The Royal Commission sought to overcome this indifference on the part 
of local authorities to the needs of London as a whole by two methods. One 
was to pay informal visits to a great many different parts of the metropolis, 
to talk to councillors, officers and other persons “ off the record,” and to 
see for themselves the position regarding highways, planning, housing and 
so forth. No fewer than eighty-eight days were spent in visiting seventy-nine 
of the 117 authorities in the Review Area. The other method was to invite 
the universities to provide disinterested evidence through their academic 
staffs. The fullest response to this invitation came from the London School 
of Economics and Political Science, where a group of fourteen professors, 
readers and lecturers in a wide range of subjects worked as a group for more 
than a year with the aid of a research staff in preparing evidence for the 
Commission. The Centre for Urban Studies, which has members in a 
number of universities with a headquarters office in University College, 
London, also gave evidence; and Dr Peter Richards, of Southampton 
University, who has made a special study of delegation, gave his views on 
that subject. Professor Myles Wright presented a memorandum on town 
and country planning from the Department of Civic Design, Liverpool 
University. The Royal Commission paid a tribute to these efforts by saying : 
“We cannot over-emphasize our debt to this research work, which relieved 
us of the necessity of ourselves commissioning much research work which 
we should otherwise have had to undertake. The general body of fact 
established by these researches would, we think, be accepted with perhaps 
differing shades of emphasis by all students in the field, and in our opinion 
the authors have brought together a body of opinion which neither we nor 
any subsequent students of London government can afford to ignore.” 
A useful piece of official research was carried out for the Commission on 
service centres and areas in the metropolis by Mr W. I. Carruthers, research 
officer at the Ministry of Housing and Local Government. 

Enough has been said to show the zeal and pertinacity of the Royal 
Commission in getting at the facts. This involved going behind or heavily 


60 





THE REFORM OF LONDON GOVERNMENT 


supplementing the “ official ” evidence given by local authorities. 


MAJOR RECOMMENDATIONS 


There was nothing in the least doctrinaire about the Herbert Commission’s 
approach to the government of Greater London except a conviction that 
local self-government is good in itself provided that it is well adapted to 
the environment and the conditions in which it operates. But in seeking 
to preserve local government the Commission became acutely aware of the 
extensive changes which are necessary if local government is to serve the 
needs of the metropolis in the latter half of the twentieth century. They 
also saw that we have reached a parting of the ways in this matter: that, 
as they put it, “ the choice before local government in Greater London is, 
in truth, to abdicate in favour of central government, or to reform so as 
to be equipped to deal with present day problems. There are great and 
growing problems to be solved and the present machinery of local government 
is inadequate to solve them. Unless this machinery is made adequate, the 
problems are so great and obtrude themselves so obviously on public attention 
that they will be taken out of the hands of local government ” (para. 707). 


The Commission arrived at this conclusion after an examination in some 
detail of the main services for which local authorities are responsible: in 
particular, planning, highways, traffic administration, housing, refuse disposal, 
education, and the personal health, welfare and children’s services. 


The recommendations of the Commission involve two major propositions. 
One is that a directly elected Greater London Council should be set up 


to be responsible for those services which can only be properly planned 
and administered by a single body for the entire metropolis. The other 
is that everything else should be handled by the local authorities (to be called 
Greater London Boroughs), which should be enlarged and strengthened to 
enable them to discharge effectively the much greater responsibilities which 
will be entrusted to them. 


These two propositions do not embody any new principle of local 
government in the metropolis : they are only a logical extension of the system 
which was laid down for the administrative county of London in 1888 and 
1899. The Greater London Council is an improved and modernized successor 
to the London County Council projected on to a larger scale, with some 
functions added and others removed ; while the Greater London Boroughs 
are the logical successors to the metropolitan boroughs, but with much 
greater powers and scope. 


These two propositions necessarily involve the disappearance, amalgamation 
or division of the existing local authorities which the new councils will 
supersede. The London County Council and the Middlesex County Council 
will disappear; while the counties of Surrey, Hertfordshire, Essex and 
Kent will consist in future of only those portions of their present areas which 
lie outside the new boundaries of Greater London. Seventy of the existing 
metropolitan boroughs, non-county boroughs or urban districts will lose 
their separate identity by amalgamation with neighbouring authorities so 
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as to make larger units. West Ham, East Ham and Croydon will lose their 
county borough status. 


SIZE OF PROPOSED UNITS 


Many objections are likely to be strongly expressed in the coming months 
to this displacement of existing authorities: we have already had a foretaste 
in the House of Lords debate on 21st December 1960. Lord Morrison of 
Lambeth, who initiated the debate, said he regretted the growth of Greater 
London and the conurbations and then remarked that he thought it “a bit 
far fetched to expect that the local government system must be adapted to 
an extension of urban territory which ought not to have occurred ”!—a 
somewhat astonishing statement. The question, he said, is “ whether the 
conurbation of Greater London should require local government to be adapted 
to that conurbation, and for its structure to be related to this vast urban 
sprawl, or whether the existing system of local government, or something 
like it with possible modifications, should continue within the area.” 


The answer to that question will depend on several considerations. To 
some people the shortcomings of the present position are so great that drastic 
reform seems essential. To others, the prospect of laying hands on what 
they regard as natural communities, or communities which have evolved by 
a long process of growth, is sacrilegious and can only result in failure. To 
others again—and this is particularly true of the London Labour Party—their 
long continued dominance at County Hall seems threatened by the proposal 
to establish a Council for Greater London, and hence the whole scheme is 
viewed as a political plot. Nearly all councillors and most officers sincerely 
believe the continuance of their local authority, no matter how small, poor, 
or inadequate it may be, is essential in the public interest, and they view 
with distaste any proposal for amalgamation. Then there are the people 
who object to any organ which is larger than the one to which they are 
accustomed. This was stated in an extreme form by Lord Morrison when 
he said that the proposal for a Greater London Council is neither local 
government nor London government.* He contended that the area would 
be so large that the councillors could not be in touch with individual citizens. 
This is quite true ; but it is also true that many London County Councillors 
are not in close touch, or even any touch at all, with their constituents. Close 
contact with the citizens is not, however, the only purpose of a local authority. 
If it were, we should have only parish councils. Therefore, the impossibility 
of close contact is not an argument for refusing to set up a metropolitan 
council: but it is an argument for giving it only the essential tasks which 
must be performed for the whole metropolis. This is what the Royal 
Commission have tried to do: and on the whole they have succeeded, apart 
from certain features on which I shall comment later. 


Public administration is not static so far as the size of the units with which 
it can cope effectively are concerned. Every day we see the amalgamation 
of industrial and commercial firms, insurance companies, newspapers, finance 

1H.L. Deb., Vol. 227, Col. 1026. 

*Ibid., Col. 1032. 
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houses, property companies and so forth. Is government the only field of 
activity in which an increase of size is impossible without serious loss of 
efficiency and the “consciousness of consent” which is essential to 
democracy? I cannot accept this proposition in the face of much evidence 
to the contrary. The present size of the administrative county of London, 
or of Birmingham, or Manchester, or Liverpool, or of any of our large counties 
would have appeared to be far too big for local government purposes in 
1800 or 1850; and yet they are today regarded as causing no difficulty on 
this ground. 


Moreover, an increase in the size of units which can be governed in a 
satisfactory manner has occurred not only in regard to the technical, 
administrative and financial aspects. New devices have been created which 
enable elected representatives—councillors or aldermen in the sphere of 
local government—to keep in much closer touch with public opinion than 
was formerly possible. I refer here to the public relations and information 
services, to the sampling methods used by the Social Survey and other bodies, 
to frequent consultation with the many voluntary bodies which represent 
diverse interests in the highly organized group life of this country. Political 
and administrative pluralism is one of the basic facts of modern Britain. 


One can with at least equal justification criticize the units proposed by 
the Report as being too small, as for objecting to them on the ground that 
they are too large. The limits of the area the Commission were appointed 
to consider were laid down in their terms of reference, and these were broadly 
co-terminous with the built-up area. It would undoubtedly have been 
much better if the Review Area had extended well beyond the green belt, 
but this was not a matter for the Commission to determine. They have, 
however, curtailed this restricted area by recommending the exclusion from 
Greater London of Watford and other parts of south-west Hertfordshire, 
Potters Bar, Dartford and Waltham Holy Cross. 


The position in regard to the Greater London Boroughs was different, 
since the Commission were entirely free to make whatever recommendations 
about them they saw fit. The appropriate size of the primary units depends 
mainly on what services they are expected to provide. It is indisputable 
that the metropolitan borough councils and the county district councils are 
doing far too little; while on the other hand the London County Council 
is performing some services which do not need to be carried out by so large 
a body and could equally well or even better be provided by a primary unit 
of local government. There is no problem in regard to services like refuse 
collection, public libraries, baths and washhouses, housing, minor streets 
and many of the regulatory functions, since these can clearly be devolved 
on the Greater London Boroughs. 


DIVISION OF FUNCTIONS 


But when one comes to the personal health, welfare and children’s services, 
and above all education, new considerations arise. To transfer such functions 
from a body with the population and rateable value of the London County 
Council to a borough of 100,000-150,000 does not appear satisfactory even 
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though there are some good local education authorities of that size to be 
found in other parts of the country. It was for this reason that I and the 
other members of the London School of Economics Group who put forward 
the Greater London Borough scheme proposed twenty-five boroughs having 
populations between 250,000 and 500,000. We were assuming that these 
vital services would go either to the Greater London Council—which we 
thought unnecessary—or to the primary units, and if the latter were between 
a quarter and half a million population, no one could seriously challenge 
their ability to provide educational, health and welfare services of the highest 
standard. 


The Herbert Commission thought the units we suggested would be too 
large and recommended the amalgamation of the existing local authorities 
into fifty-two Greater London Boroughs with populations of 100,000-150,000.* 
Presumably as a consequence of this, they have had to devise an entirely 
new system of administration for education, the details of which are 
summarized on page 83 of this issue. This division of functions is the 
most novel feature of the Report and is likely to be one which will arouse 
much discussion. Briefly, the Commission depart from the conventional 
notion that powers must always be given either to this or to that local 
authority ; they envisage instead a partnership between the Greater London 
Council and the Greater London Boroughs based on a statutory- distribution 
of powers, and not involving the much disliked principle of delegation. 
The aim is to entrust the boroughs with the day-to-day administration and 
management of the schools while allocating to the Greater London Council 
the planning and ownership of them, the maintenance of educational standards, 


financial responsibility, the training and distribution of teachers, selection 
examinations, and the running of the colleges of advanced technology and 
regional colleges. 


One should take great care not to dismiss lightly a new idea of this kind 
just because it is novel, and one should not concentrate on the difficulties 
it presents without taking account of its potential advantages. We should, 
therefore, be ready to give this proposal full and sympathetic consideration. 


The Report does, however, give the impression that the education powers 
to be given to the Greater London Council would be of overwhelming force 
and importance and that the boroughs would have a very small sphere of 
independent action. Whether this is the intention is not clear, for this part 
of the Report is somewhat confused and obscure. For example, the Report 
advises against the Greater London Council setting up a central purchasing 
organization for educational supplies because the boroughs will have other 
services for which they will need to purchase various supplies, and because 
“the boroughs will nearly all be of a size which would justify each of them 
setting up their own central purchasing arrangements” (para. 812). But 
to compare the purchasing economies available to a body of 84 million persons 
with those available to one of 100,000 is scarcely convincing. Again, in 
saying that the day-to-day running of the schools should be the responsibility 


1These proposals are expressly stated to be provisional and the Commission urge 
further inquiry by the Government. 
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of the boroughs, the Commission remark: “‘ By this we mean a large variety 
of decisions affecting the conduct of the schools, for example, the use of the 
premises out of school hours, and the acceptance of gifts of apparatus such 
as a television set from interested parties, parent-teachers’ associations, and 
so on.” The essence of the scheme—and certainly its merits—is almost 
obscured by such unimpressive and almost peripheral examples of the 
responsibilities which would be given to the boroughs. 

A more serious question concerning the relatively small size of the Greater 
London Boroughs is whether they will be able to recruit chief officers and 
deputy chief officers of sufficiently high quality for the services they will 
have to administer. The Royal Commission do not refer to this question, 
although they pay attention to the need for attracting councillors of ability 
and public spirit. 

This question may be of special importance in town and country planning, 
where the Commission also propose different arrangements from those now 
to be found either in London or in other parts of Britain. The Greater 
London Council would become the planning authority for the metropolis— 
anything else is inconceivable. But the Greater London Boroughs will be 
responsible, directly and not by way of delegation, for planning control. 
There are three exceptions to this. Applications which contravene the 
development plan will be referred by a borough to the Greater London 
Council; but the question whether an application departs from the plan 
is to be decided by the borough. Secondly, applications for the extraction 
of minerals will go to the Greater London Council. Thirdly, the central 
area (which the Commission were unable to define) and perhaps in the future 
some other areas of exceptional importance may be transferred by the Minister 
of Housing and Local Government to the Greater London Council as regards 
the control of applications for planning permission, either in all instances 
or in those falling within certain specified categories. 

The Report is perhaps going too far in removing planning control functions 
from the larger body. It says that the risk of a borough infringing the 
development plan (by nibbling at the green belt, for instance) is well worth 
taking in order to avoid the double scrutiny of planning applications: but 
this is not a proposition with which everyone will agree. The Report relies 
heavily on the Minister’s responsibility for approving substantial departures 
from the plan and on his power to call in certain applications or types of 
application. It also envisages the Minister requiring certain applications 
being submitted to him rather than to the Greater London Council. All 
this appears to detract from the Greater London Council’s status, prestige 
and effectiveness as the planning organ for the whole metropolis. I should 
prefer to see the Council as the ultimate arbiter of all serious departures 
from the development plan, and of deciding whether an application does 
or does not involve a contravention. And surely it is for the Greater London 
Council to decide in which areas it should itself exercise planning control. 
I can see no good reason for bringing in the Minister in such matters. I’ 
welcome the idea of giving the boroughs some direct powers in this sphere, 
but we should bear in mind that if they are of the size proposed by the 
Commission, their planning officers will scarcely be of outstanding quality. 
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Apart from these comments on education and town planning, I think 
the Royal Commission have recommended the right distribution of functions 
between the Greater London Council and the Greater London Boroughs. 
The police and water supply were expressly excluded from the inquiry by 
the terms of reference, although one would have thought that both these 
services might well be entrusted to a Greater London Council. 


COMPOSITION OF NEW COUNCILS 


The Herbert Commission have proceeded on sound lines in regard to the 
composition of the Council for the metropolis and the boroughs. As regards 
the former they have recommended a directly elected body drawing one 
member from each of the 109 parliamentary constituencies in the area.! 
The members would serve for three years and would all be elected simul- 
taneously. This would provide a council of reasonable size (the London 
County Council has 147 members). The Commission refuse to make any 
distinction between the Greater London Council and the rest of the country 
regarding aldermen and the payment of members. The latter point is one 
of great importance, for service on the Council will undoubtedly be an 
exceptionally heavy task. There are already clear signs of the difficulty 
which the London County Council finds in securing the unpaid services 
of young or middle-aged men and women other than those who are married 
women or trade union officials. I cannot understand on what grounds of 
principle the retusal to pay councillors for their services is supposed to rest, 
except that it is more altruistic and disinterested to serve the community 
without remuneration. It may be possible to continue the present practice 
in the boroughs, but probably not on the Greater London Council if we 
want men and women in the prime of life to serve. 


THE VIEWS OF GOVERNMENT DEPARTMENTS 


In the House of Lords debate, Lord Morrison said that the Herbert 
Commission’s Report reveals the passion for superficial tidiness which is a 
characteristic of the Higher Civil Service; and he declared that we must 
not allow ourselves to become enslaved by tidiness. The suggestion that 
we are being needlessly tidied up by soul-destroying officials is the kind of 
highly tendentious statement which the critics of proposed reforms often 
make. It is part of the stock-in-trade of the skilled parliamentarian. It 
happens not to be true in the present case. 


In their written memorandum of evidence the Ministry of Housing and 
Local Government merely explained the problems arising in various services. 
They pointed out that in regard to housing, for example, the multiplicity 
of authorities, in the absence of any co-ordinating machinery, is an obstacle 
to the effective handling of London’s housing problems. Similarly, in regard 
to overspill, a method ought to be found for co-ordinating the needs of 
individual authorities and so determining the shares they should receive 
of any new dwellings which become available. In the sphere of planning, 
the Ministry asked whether machinery is not needed for keeping the whole 


1The number stated in the Report is incorrectly given as 115. 
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region under continuous review, and perhaps also “for carrying through 
some of the work needed to implement planning.” This function “ illustrates 
the difficulties which arise out of the existing local government organization 
when it comes to the really big problems of the region.” In respect of refuse 
collection and disposal, the Ministry doubted whether planning and research 
could be effectively carried out so long as responsibility is diffused among 
so many different organs. If a central body were to be set up to take charge 
of this service, its scope should not be confined to the London County Council 
area.! 

The written memorandum went no further than these rather vague 
statements about the existing defects and a few nebulous references to a 
more comprehensive method of administering certain services. When 
Dame Evelyn Sharp and her colleagues gave oral evidence seven months 
later (on 12th January 1960) the Department’s views had become firmer 
and more clearly defined. “‘ Plainly,” she said, “‘ looked at simply from the 
point of view of advising the best broad planning for the whole of Greater 
London, to have an authority that had that as its responsibility and had 
certain powers to ensure that the plan was seen through would be a very 
good thing.”? Asked what she thought of Professor Griffith’s proposal 
for a board appointed by the government, Dame Evelyn replied that planning 
is an essential part of local government and must not be separated from 
the related functions; that she could not understand the difficulty of 
envisaging a representative executive body of the size that would be involved 
in a planning authority for Greater London; and that “ if ever there was a 


function that ought to be conducted by elected authorities it is this function 


of pianning.”’* 

The Ministry of Transport in its memorandum of evidence advocated 
authorities which for purposes of highway maintenance and improvement 
(but not necessarily for other services) were single-tier bodies on the county 
borough model. They presented a model scheme showing the existing 
local authorities grouped into twenty-two highway authorities. Responsibility 
for implementing traffic policy in the main built-up area should rest, not 
with the Minister, but with “an appropriate executive authority, armed 
with the necessary powers and fully qualified staff. No local government 
body capable of exercising the necessary functions exists today, the London 
County Council being altogether too small for such purposes.” If a top-tier 
authority for the Royal Commission’s area were created, then it should be 
the function of that authority to ensure that traffic policies were made and 
carried out uniformly throughout the area.® In his oral evidence, Mr Dunnett, 
the Permanent Secretary, spoke more positively of the advantages of a top-tier 
authority in charge of traffic matters and asked the Commission not to pay 
too much attention to the proposed ad hoc highway authorities. 


1Memorandum of Evidence from Government Departments, pp. 110, 116, 120 and 124. 
*Q. 15601. 

8Q. 15607, Minutes of Evidence, p. 2843. 

“Memorandum of Evidence from Government Departments, p. 175. 

®Jb., p. 176, para. 42. 
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To insinuate that these diffident and conditional remarks by two depart- 
ments represented an attempt by senior civil servants to tidy up the glorious 
mess in which London government at present wallows will not bear 
examination. So far as I know, no other department even mentioned the 
possibility of a Greater London authority. Generally speaking, the depart- 
ments were extremely reticent in putting forward any recommendations of a 
positive character. “‘ The thing that came out most clearly from the evidence 
of the government departments,” the Report remarks, “‘ was that they have 
in general, with the exception of the Ministry of Housing and Local Govern- 
ment, very little concern with the well-being and efficiency of the system 
of local government taken as a whole.” 


** aD HOC” BOARDS 


The Report of the Royal Commission is a well written and well organized 
document. It confronts the public with the essential problems which must 
be solved in the great metropolis. It shows how they can be solved in terms 
of a modernized and revitalized system of local government. And it plainly 
states that the only alternative to reform is that more and more functions 
will be taken right out of the hands of the local authorities and transferred 
either to central departments or to ad hoc boards. It shows the impracticability 
of the idea of a Minister for London, in view of the large number of 
departments concerned with the various services; and it reveals the 
undesirability of Ministers becoming directly concerned at the operational 
level with metropolitan questions. I would myself go beyond this and 
question the competence of most departments to run the affairs of Greater 
London. 


The Commission consider and reject the notion of setting up further 
ad hoc bodies on two grounds. First, such bodies are either the creatures 
of central government or they are responsible to no one. Second, many 
of London’s problems are interlinked, particularly in such matters as planning, 
highways, traffic and transport; and ad hoc bodies are normally set up to 
deal with only one service in isolation. Joint committees or joint boards 
are inadequate, because the members tend to regard themselves as guardians 
of the interests of the particular authorities they represent. 


Since the Report was published the Surrey County Council has come out 
with an alternative scheme which it claims would solve the problems defined 
by the Commission without disturbing the existing structure. This proposal 
is to set up a Joint Executive Planning Board for an area approximately as 
large as that of the Abercrombie plan for Greater London, which is much 
bigger than the Review Area. This Board would have an independent 
chairman and be composed of representatives of the London County Council 
and the Home Counties and also of Bedfordshire, Berkshire and Buckingham- 
shire, and perhaps even East and West Sussex and Hampshire. It would 
also include members representing transport, power and other interests, 
This Joint Board would have executive powers to prepare and keep under 
review a master plan for the whole region; it would co-ordinate housing 


1Report, para. 199. 
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lists in the built-up area, deal with overspill, refuse disposal, and “ help 
on any other regional problem where desired.” The municipal boroughs 
and urban districts would continue mainly as at present except that a minimum 
population of 60,000 would be established. 


This scheme is almost identical with that recommended by the Minority 
Report of the London Planning Administration Committee appointed in 
1946 by the Minister of Town and Country Planning (Mr Silkin, as he then 
was). I was a member of that Committee and signed the Minority Report 
which recommended a joint planning board, in preference to the Majority 
Report, which advocated a regional advisory committee to promote concerted 
action in the implementation of the Abercrombie Plan for the region. But 
all the members of the Committee agreed that a satisfactory regional authority 
for planning could only be created if the structure of Greater London 
government were reviewed, and they therefore urged the Government to 
remit the matter to a Commission of Inquiry. The Report was published 
in 1949, but no action of any kind followed owing, I gather, to the refusal 
of the local authorities to accept either of these alternatives. 


The proposals of the London Planning Administration Committee were 
thus only a temporary makeshift to fill the gap pending the thorough-going 
reform of London government. They were never intended to be a permanent 
or satisfactory solution. It is curious that they should be brought out of 
their dusty pigeon hole, after eleven years of neglect, as a serious alternative 
to the Herbert Commission’s scheme of reform. 


THE ATTITUDES OF AUTHORITIES AND POLITICAL PARTIES 


In arriving at their conclusions and recommendations the Herbert Commission 
have crossed a great barrier of prejudice and convention, which identifies 
local government with existing local authorities and assumes that there is 
something sacrilegious in considering anything larger or even different from 
that which we have at present. But what is the use of being a Little Londoner 
when the metropolis has become Greater London? The notion that local 
authorities can be enlarged in scale is fundamental to a solution of the problems 
of the metropolitan community as well as to the strengthening of local 
government. 


If one wants an object lesson in what happens when resistance to change 
becomes the main object in the life of an institution, a glance at the City 
Corporation will provide an excellent demonstration. The City refused to 
adapt itself to the growing life of the metropolis and entrenched itself behind 
its vast wealth and privileges. The result is that the City Corporation has 
become a mere instrument of costly entertainment and elaborate ceremonial 
which is rooted in the past and has little relevance to the present. The 
City is a backward-looking body, steeped in tradition and largely indifferent 
to the needs of the modern metropolis. The Royal Commission admitted 
that on rational grounds the City should be amalgamated with Westminster ; 
but at this point reason gave way to reverence for the City as a centre of 
entertainment for foreign dignatories and they decided to leave the corporation 
virtually untouched. I regret this. 
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The Government’s decision about the Report may not be made for several 
months, during which time the views of the local authorities will be sought. 
Political considerations will undoubtedly play a part in the decision, but 
where the balance of political influence is likely to lie is difficult to predict. 


Recommendations of the Commission cut across the political party lines 
in some respects. The London Labour Party, which covers the counties 
of London and Middlesex, is strongly in favour of the status quo. It concedes 
only that some distribution of powers might take place “‘ by negotiation ” 
between the London County Council and the metropolitan boroughs. This 
view was embodied in the official evidence of the London County Council, 
of most metropolitan borough councils controlled by Labour, and of the 
Metropolitan Boroughs Standing Joint Committee. The Herbert Commission 
took the words “ by negotiation” to mean that in the eyes of the London 
Labour Party the reform of London government should be treated as a 
domestic matter to be settled by agreement between existing councils, and 
not as a matter in which Parliament and the Government should interfere. 


The London Municipal Society is the Conservative Party organ in the 
administrative county of London. The Society submitted two memoranda 
of evidence. The first advocated an upper-tier authority for water supply, 
main drainage, the ambulance service, traffic administration, the development 
plan, and some aspects of housing and welfare. These services should be 
dealt with at least on a county of London basis, and perhaps for Greater 
London as a whole. The second tier should be remodelled so as to enable 
it to administer most of the personal services, such as education, housing, 
environmental and domiciliary health, and some aspects of welfare. Three 
possible bases of reconstruction were put forward: (1) The Divisional 
Plan—so called because it envisages the amalgamation of metropoliten 
boroughs within each of the London County Council’s administrative 
divisions. This would produce seven authorities of about 450,000 each 
in the administrative county. (2) The Amalgamation Plan. This would 
produce about fifteen new boroughs between 200,000-250,000 in the county 
of London. (3) Minor Reorganization. This would merely eliminate some 
of the smaller boroughs. 


The second memorandum was more positive. It advocated a Greater 
London Council for the whole area to be indirectly elected by the lower-tier 
councils. Its functions would be fewer than those previously proposed 
and would exclude the personal services except overspill and new towns. 
It would not be even the planning authority, but would only co-ordinate 
the plans of the borough councils. The lower-tier authorities would be 
reconstituted to produce units of about 250,000 population. They would 
be called county borough councils. 


In reviewing the evidence presented by the political parties, the Report 
points out that “ The recommendations made by the Labour Party were 
* conservative’ and those put forward by the Conservatives were ‘ radical.’ 
The Communists up to a point marched shoulder to shoulder with the 
Conservatives, but continued marching after their comrades halted. The 
Liberal Party was mainly interested in a better voting system. The clue 
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to all those paradoxes is that each party was quite legitimately thinking in 
terms of electoral advantage. 


29) 


The above analysis deals with party political attitudes in only a part of 
the Review Area. The position is different in the other Home Counties, 
since any threatened loss of territory almost automatically evokes opposition 
no matter which party is in power. In the individual local areas which 
now exist the position is much harder to forecast. Local authorities may 
not like the idea of being amalgamated with their neighbours; but they 
will certainly like the prospect of the much greater responsibilities, resources 
and prestige which the Greater London Boroughs will enjoy. 


In the end, much will depend on whether the Government realizes that 
opposition to the scheme by councillors and local government officers, no 
matter how strong and persistent, does not necessarily mean that the electors 
are against it or would vote against the Government at the next election. 
The opposition of local authorities and their associations has hitherto been 
allowed to play much too large a part in obstructing desirable reforms in 
local government. It will be a calamity if the Report of the Herbert 
Commission is rejected or put into cold storage. I believe there would be 
much popular support for its proposals if they were adequately explained 
to the 8} million citizens who dwell in Greater London. 


1Para. 216. 
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The Report of The Royal Commission 
on Local Government in Greater London 
By L. J. SHARPE 


This summary of the Report was prepared by Mr L. }. Sharpe, of the 
London School of Economics and Political Science. 


HE Commission was appointed by Royal Warrant on 10th December 1957. 
Its terms of reference were : 


“To examine the present system and working of Local Government in 
the Greater London area; to recommend whether any, and if so what, 
changes in the local government structure and the distribution of local 
authority functions in the area, or in any part of it, would better secure 
effective and convenient local government; and to regard, for these 
purposes, local government as not including the administration of police, 
or of water, and the Greater London area as comprising the Metropolitan 
Police District together with the City of London, the Boroughs of Dartford, 
Romford and Watford, the Urban Districts of Caterham and Warlingh-m, 
Chorley Wood, Hornchurch, Rickmansworth, Walton and Weybridge and 
the Parish of Watford Rural in the Watford Rural District.” 

The Commission held its first meeting in January 1958 and soon after 
invited evidence from every local authority within the Review Arca. It 
received written and oral evidence from most of them, and from seven 
government departments, and a considerable number of professional, and 
other, bodies. The Commissioners spent eighty-eight days visiting seventy- 
nine of the 117 local authorities in the Review Area, and, beginning in 
March 1959, they spent seventy days hearing oral evidence. In addition, 
they commissioned several special enquiries, notably two surveys carried 
out by Mr W. I. Carruthers of the Ministry of Housing and Local Govern- 
ment, one on service centres in the Review Area and a second on the 
delimitation of the Greater London Area. The Commission acknowledge 
the important contribution that both surveys made in determining the 
boundaries of the Greater London Council and of the Boroughs. The 
Report was unanimous. 


RECOMMENDATIONS 
THE DELIMITATION OF AREAS 


(i) Greater London Council 


The Review Area as defined in the Commission’s terms of reference comprises 
about 846 square miles extending approximately on a sixteen-mile radius 
from Charing Cross. It embraces the whole of the counties of London 
and Middlesex and parts of the counties of Essex, Kent, Surrey and 
Hertfordshire, plus the county boroughs of East Ham, West Ham, and 
Croydon, and the City of London. 

The Commission modified this area in a few places. The most important 
modification is the exclusion of most of south-west Hertfordshire (together 
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with the urban district of Potters Bar in Middlesex) on the grounds that it 
represents a separate sub-centre possessing few links with the main built-up 
area of London. At the hub of this sub-centre is Watford, which the 
Commission recommend should be extended to give it a population in excess 
of 100,000, but they do not commit themselves as to whether it should become 
a county borough. The Commission also exclude the borough of Dartford, 
in Kent, for similar reasons as the Watford area, and the urban district of 
Waltham Holy Cross, in Essex, because it is wholly within the green belt, 
and therefore has few links with the built-up area. 

The Report notes that although the boundary of this modified area is 
inevitably an arbitrary one, nevertheless it corresponds in general terms to 
the built-up area of London and, on the basis of a number of indices, may 
be distinguished from its surrounding hinterland. These indices include: 
the proportion of urban land use ; population density ; ease of communication 
with Central London; and journeys to work. On the assumption that the 
existing green belt wili be maintained, the Commission believe that these 
distinguishing factors will in the future be intensified. 

The Commission found that the existing structure of counties and county 
boroughs have little relation to the economic and social character of the 
Metropolis, and although there are a number of large centres within it, 
“all of these are built into the structure of Greater London; they depend 
on it for their prosperity, and they are therefore not comparable to provincial 
centres on the same scale ” (para. 108). 

They also found that a number of vital functions of local government 
within this area require a broader treatment than can be given to them under 
the present system. The problem which confronted the Commission was 
to decide by what method this need could be best given effect. The evidence 
submitted to them on this question could be divided into four broad 
categories: that which advocated the transfer of powers to the central 
government; that suggesting the creation of ad hoc authorities; that 
advocating co-operation by existing authorities either informally or by the 
creation of joint committees or boards; and finally, that which advocated 
the creation of a single local authority to cover the whole of the Review Area. 

In their argument against the first of these solutions the Commission 
note that the evident thought behind the Local Government Act, 1958, is 
“That the drift of power from local government to central government 
which has taken place since 1944 onwards is a process that ought to be 
reversed,” and although the Review Area was excluded from the ambit 
of the Act where it dealt with areas, status and functions, they “ have no 
reason to suppose that the main objectives of the Act are any less relevant 
to the Review Area than to any other part of the country ” (para. 711). They 
note that the range of functions which need broader treatment would require 
such a high degree of co-operation between ministries that “in substance, 
if not in name, a Ministry of London would have to be set up ” (para. 723). 
They remind the numerous authorities who favoured this solution, either 
explicitly or implicitly, that the creation of such a Ministry would still require 
some kind of reform of the present administration boundaries, since it would 
not itself affect the inconvenience of the present boundaries within the area. 
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Such a solution would “ be the death knell of local government in the Review 
Area,” for “‘ once admit that self-government is impossible in many important 
respects and local authorities are so down-graded that it is difficult to conceive 
of their attracting councillors or officers of the calibre necessary to save 
them alive” (para. 724). The final argument in the Report against 
transferring powers to central government is that the central government is 
charged with responsibility for the broad application of national policy and 
has certain quasi-judicial functions, neither of which could be exercised 
adequately if the Minister is also responsible for many of the affairs of a 
particular area. 

The Report rejects the suggestion that the need for broader treatment of 
certain functions could be made the responsibility of a series of ad hoc 
authorities on the grounds that such bodies are “either the creatures of 
the central government or they are responsible to no one” (para. 730). If 
their powers are to be merely advisory then they are, by definition, incapable 
of tackling the problems which exist. Nor would the creation of ad hoc 
authorities, the Commission argue, in any way alleviate the need for looking 
at Greater London problems as a whole. 

The Commission rejects the third solution put to them for leaving existing 
authorities to set up their own consultative bodies either informally or through 
the medium of joint bodies. They note that the history of voluntary 
consultation in the Review Area, notably in the case of refuse disposal and 
street lighting, does not suggest that this method would be very successful 
in overcoming the kind of problems which exist. Joint consultation has an 
inherent weakness since “‘ there are too many authorities making decisions 
from their individual points of view, and that there is no means of making 
concerted decisions over a sufficiently wide area” (para. 732). While 
admitting that joint boards and joint committees have a useful function to 
perform where two or more authorities are concerned with the joint provision 
of a single scheme, they conclude: “it is inconceivable to us that bodies 
of this kind could contribute much to the solution of the major problems 
we have in mind ” (para. 734). 

The Report’s main conclusion is that the top-tier pattern of counties 
within the Review Area be abolished and replaced with a single authority 
for the whole area to be called the Greater London Council. 


(ii) The Greater London Boroughs 


In addition to the counties and county boroughs there are 102 second-tier 
authorities within the modified Review Area, of which twenty-eight are 
metropolitan boroughs (the lower-tier authorities in the County of London), 
forty are non-county boroughs, and twenty-two are urban districts. The 
metropolitan boroughs exercise a different range of functions to the other 
lower-tier authorities in the area, and there are considerable differences in 
the range and importance of the powers delegated to lower-tier authorities 
by their respective county councils outside the County of London. There 
is no delegation of functions by the London County Council. 

Before exploring the arguments for reorganizing the lower-tier authorities, 
the Commission devote considerable space to a discussion of the nature 
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and purpose of local government. They are anxious to emphasize that in 
their view, “ representative government properly so called seeks to give 
outward form to the inward unity of a living community ” (para. 220). This 
being so, any examination of the existing system must give equal weight to 
administrative efficiency and the health of representative government “ as 
well as the organic relationship of both ” (para. 221). 

In considering the appropriate size and area for an efficient local authority 
they place emphasis on its capacity to act as an agent (for roads, for example) 
and on its ability to discharge its permissive and statutory functions. They 
stress the need for authorities to be big enough in terms of resources, area 
and population to attract the professional officer and the elected member 
of high calibre, but they also underline the dangers of making authorities 
too large. The Commission suggest that a balance should be sought between 
creating authorities which will offer the elected member sufficient scope to 
exercise his talents fully and authorities small enough to preserve his close 
relations with the citizen and the professional officer. 

The Report comes down very strongly against the present system of 
delegation whereby certain functions, such as planning, education, personal 
health and welfare services, are split between the county and the boroughs 
and districts. It found that the present system involves unnecessary 
duplication, frustration, and in some cases is the cause of perpetual contention 
between the two tiers. Delegation, they find, has also “ seriously lowered 
the status of the boroughs and other county districts in the eyes of potential 
councillors of ability and ambition ” (para. 688) and has contributed to the 
widespread confusion prevalent in the minds of the electorate on local 
government matters by adding to the “ extraordinary complication of local 
government in Greater London.” The uncertainty, the Commission feels, 
regarding the Government’s intentions in respect of the larger boroughs, 
who desire county borough or comparable status, has also been a factor 
undermining that degree of co-operation between the tiers which delegation 
requires. 

The Commission complain that the system has evolved accidentally out 
of the piecemeal transfer of powers to the county councils or to public boards 
without any consideration of the total effect on local government. They 
therefore recommend that, “ the functions to be performed by each type of 
authority should be as far as possible self-contained without overlapping or 
duplication and without the necessity for delegation from one to another ” 
(para. 743). 

The Report accepts the principle embodied in the Local Government Act, 
1958, that the lower-tier authorities should be strengthened and given more 
power, but notes that Government policy has been to place an embargo on 
the creation of any further county boroughs in the Review Area, pending a 
full-scale investigation of the kind they themselves have undertaken. There- 
fore, they do not feel bound to take cognizance of the Act’s provision that 
an area with a population in excess of 100,000 is prima facie entitled to be 
considered for county borough status, and they recommend that the three 
county boroughs in the Review Area be abolished. They further recommend 
that the present pattern of lower-tier authorities be replaced with fifty-two 
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authorities to be called Greater London Boroughs with uniform powers 
and falling approximately within the population range of 100,000 to 250,000. 
They add the rider : 


“The conception of an upper and lower tier of authorities should be 
replaced by the conception of the Greater London Boroughs as the primary 
unit of local government, performing all functions which can be performed 
within its own area” (para. 743). 


In drawing up their provisional scheme of Boroughs the Commission 
state that they have taken into account the lines of communication and the 
pattern of service areas. They recommend that the new Boroughs be created 
by amalgamating the smaller authorities, leaving twenty existing areas 
unchanged. Only in one case, that of the Metropolitan Borough of 
Wandsworth, do they recommend dismemberment of existing units. 


Regarding the City of London the Commission admit that, “ If we were 
strictly logical we should recommend the amalgamation of the City and 
Westminster ” (para. 935), but they add that the peculiar position which 
the City occupies in the national scheme of things and the inseparable 
connection which they feel exists between its ceremonial and purely municipal 
functions lead them to conclude, “‘it is in the national interest that the 
position of the City should remain unchanged save to the extent that it 
receives the additional functions proposed for the Greater London Boroughs ” 
(para. 943). 


The composition of the new Boroughs which the Report provisionally 
recommends is as follows : 


Population Population 

Composition of Greater (Registrar- Composition of Greater (Registrar- 

London Boroughs General’s London Boroughs General’s 
1959 1959 

Estimates) Estimates) 





The City ws 7% 4,900 . Lewisham Met. B. .. 221,000 


Westminster .. -- 94,640 . Camberwell Met. B. .. 176,100 


Finsbury Met. B. 
Holborn Met. B. . Bermondsey Met. B. 


Shoreditch Met. B. .. 98,730 Southwark Met. B. .. 142,800 


Islington Met. B. .. 223,400 - Lambeth Met. B. ++ 223,300 


Hackney Met. B. . Wandsworth Met. B. 
Stoke Newington (pt.) .. . «+ 222,000 
Met. B. $e -- 213,400 
Battersea Met. B. 
Bethnal Green Met. B. Wandsworth Met. B. 
Poplar Met. B. (pt.) .. “a 
Stepney Met. B. .. 207,400 
Fulham Met. B. 
Woolwich Met. B. .. 144,800 Hammersmith Met. B. 


Deptford Met. B. . Chelsea Met. B. 
Greenwich Met. B. .. 158,630 Kensington Met. B. .. 
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Population Population 

Composition of Greater (Registrar- Composition of Greater (Registrar- 

London Boroughs General’s London Boroughs General’s 
1959 1959 

Estimates) Estimates) 


Paddington Met. B. . Barnes M.B. 
St. Marylebone Met. B. 183,830 Richmond M.B. i 81,210 





Hampstead Met. B. . Kingston-upon- 
St. Pancras Met. B. .. 225,510 Thames M.B. 


Malden & Coombe 
Chingford U.D. M.B. 
Walthamstow M.B. .. 159,030 Surbiton M.B. .. 147,800 


Chigwell U.D. . Esher U.D. 
Leyton M.B. Walton & Weybridge 
Wanstead & Woodford U.D. s .. 100,920 
M.B. * ve aoe 

Feltham U.D. 
Ilford M.B. .. .. 178,600 Staines U.D. 

Sunbury U.D. .. 129,370 
Romford M.B. .- 114,800 

Twickenham M.B. .. 103,600 
Hornchurch U.D. .. 122,600 

Heston & Isleworth 
Barking M.B. M.B. Per 105,000 
Dagenham M.B. .. 189,180 

Acton M.B. 


East Ham C.B. .. 109,900 Brentford & Chiswick 
M.B. a4 o« 121,770 
West Ham C.B. .. 164,300 
Ealing M.B. .. .. 182,700 
Bexley M.B. 
Crayford U.D. . Hayes & Harlington 
U.D 


Erith M.B. .. -. 166,800 D. 
Southall M.B. so: SSO 
Ruislip-Northwood 
U.D 


Uxbridge M.B. 
Yiewsley & W. Drayton 
U.D. eal “a 


Chislehurst & Sidcup 


U.D. 
Orpington U.D. -. 163,640 


Beckenham M.B. 
Bromley M.B. 


PengeU.D. .. .. 166,750 . Harrow M.B...  .. 213,700 


162,510 


Croydon C.B. .. .. 249,000 . Wembley M.B. -- 126,300 


Caterham & . Willesden M.B. o« KR ROO 


Warlingham U.D. 
Coulsdon & Purley . Hendon M.B... » SSS 
U.D. ae te 


104,140 
Barnet U.D. 


Banstead U.D - eS of 
—s inchley M.B. 
Epsom & Ewell M.B. — 106,890 Friern Barnet U.D. .. 165,350 
Beddington & . Hornsey M.B. 
Wallington M.B. Southgate M.B. 


Carshalton U.D. 
Sutton & Cheam M.B. Wood Green M.B. .. 215,630 
Edmonton M.B. 


it & Morden ; Tottenham M.B. .. 210,520 


Mitcham M.B. . Cheshunt U.D. 
Wimbledon M.B. .. 192,280 Enfield M.B. .. .. 140,810 
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FUNCTIONS 
(i) Town and Country Planning 


The Report discerns three basic elements in town and country planning in 
Greater London, each of which requires a different type of administration. 
These are : 


(i) The need to preserve and improve local amenity, which is essentially a 
local function ; 


(ii) the need to plan for Greater London as a whole, which should be the 
function of some authority acting for the whole of the Review Area, and 


(iii) the need to hold the balance in terms of national policy between each 
region, which is properly the function of the Minister. 

The Commission point out that today there is no single body in the 
Review Area charged with the responsibility for the second of these three 
aspects of planning, that in fact no one is responsible for making continuous 
surveys of land use, population movements, housing requirements, industrial 
and commercial development or traffic problems. They also note that there 
are nine development plans for the Review Area and that these constitute a 
single plan only in so far as they conform to the original Greater London 
Plan approved by the Minister in 1947. Yet, they add, no independent 
enquiry, during or since World War II, has been satisfied with the machinery 
for planning in the Review Area. These include the Barlow Report, the 
majority of whom recommended an executive body for planning either as a 
new unit of local government or a specially constituted planning authority ; 
Abercrombie, in his Greater London Plans, who recommended the establish- 
ment of a regional planning board with executive power; and the Clement 
Davis Committee, who agreed unanimously that some form of joint 
arrangement was necessary for the implementation of the Greater London 
Plan and that such action was essentially the function of local government. 

But the need for an overall planning authority for Greater London, claim 
the Commission, is even more urgent today. There have been serious 
departures from the aims of the Greater London Plans, notably in the question 
of office development in Central London and in the growth of population 
in the Review Area as a whole. They conclude that the presuppositions of 
the Greater London Plan 

“ require early reconsideration and that this can only be done, so far as 

the Review Area is concerned, by some body which has the statutory 

duty of examining the Review Area as a whole and planning accordingly ” 

(para. 350). 

They recommend, therefore, that the Council for Greater London should 
be the local planning authority to be responsible for the constant study and 
periodic revision of the Greater London Plan. 

They add, however, that the implications of their analysis of the three 
basic elements in planning and the inadequacies of the present system of 
delegation lead them to the conclusion that it is not necessary to make the 
Greater London Council the primary authority for granting or refusing 
applications for planning permission. Therefore, subject to the following 
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exceptions, the Borough should be the authority to consider applications, 
with the proviso that the Boroughs would be required to inform the Council 
of all decisions on planning applications taken by them. 


(a) Applications which involve a departure from the development plan 
should be referred by the Borough to the Greater London Council. 


(6) All applications for the extraction of minerals should be referred by 
the Borough to the Greater London Council. 


(c) In certain special areas, such as the central area, in cases where the 
planning decision would have implications affecting the well-being of the 
whole of London, the Minister would decide whether the applications 
will be referred to the Borough or the Council. The Report also con- 
templates that the Minister himself will have the power to have applications 
referred to him direct. 


(ii) Housing 


The Report notes that in the County of London responsibility for housing is 
shared between the County Council and the metropolitan boroughs. Only 
the County Council can provide housing outside its own boundaries and 
has built and owns large housing estates outside the County. In the rest 
of the Review Area housing is the responsibility solely of the county 
boroughs and the county district authorities who may build outside 
their own area but often lack the resources, although their need to do so is in 
some cases very pressing. 

The Commission argue that, given existing population densities and the 
preservation of the green belt in its present form, there is very little room 
for further re-development within the Review Area. And, therefore, overspill 
from the County of London and the surrounding county districts where 
the shortage of land for re-development is most acute will have to be housed 
beyond the green belt and such movement would require the concurrent 
movement of industry and commerce. They add: 


“ There is no serious suggestion in the evidence before us that operations 

of this kind would or could be carried out by individual boroughs in the 

Review Area, and combined action seems cumbrous and impracticable for 

an operation of this kind ” (para. 386). 

The Report therefore recommends that the Council should be the sole 
authority in the Review Area for the provision of overspill housing and this 
function should include power to build new towns and expand existing towns. 
It also feels that, since the distribution of land available for building in the 
various Boroughs as compared with their needs is very uneven, it will be 
necessary for the Greater London Council to assist in the provision of housing 
for one Borough within the boundary of another. The Commission 
contemplate that some re-development schemes will either overlap Borough 
boundaries or be too large for the resources of a single Borough and they 
advocate that the Council will have house-building powers to lend assistance 
to the Borough in these cases, subject to prior approval by the Minister. 
The Council will also co-ordinate Borough housing lists. 

Apart from these exceptions the Commission recommend that housing be 


80 





REPORT OF ROYAL COMMISSION ON LOCAL GOVERNMENT IN GREATER LONDON 


essentially a Borough service and they emphasize the close connection between 
housing and the personal health and welfare services. The Borough will, 
therefore, own all houses and have the general duty to “survey housing 
needs, to inspect houses and initiate preventive and curative action, and 
to make proposals for building houses to meet the needs of the Borough, 
whether they arise out of the shortage of houses or out of slum clearance 
or re-development ” (para. 786), and they will also have the ancillary housing 
functions which include loans for building and buying houses and the 
provision of improvement grants. Houses now owned by the London County 
Council or built subsequently by the Council for Greater London would 
be transferred to the Boroughs within twenty-five years. 


(iii) Traffic Management and the Planning, Construction, Maintenance and 
Lighting of Highways 

The Commission begin their analysis of the traffic and highway administration 
in the Review Area on the assumption that 

“‘ road traffic is an essential factor in the life of a great city; that it will 

grow with the growth of the city and as the standard of living grows, and 

that it is a phenomenon not to be regretted but to be welcomed as an 
increase of mobility and as a conspicuous example of the Londoner’s 
vitality and his determination to take full advantage of all new facilities 
and amenities presented to him by the ingenuity of inventors and 

engineers ” (para. 398). 

They isolate three separate but related aspects of the traffic problem : 
the planning of highways in advance; the building, improvement, main- 
tenance and lighting of them; and the management of their traffic so as 
to make the most economical use of them. 


Planning, Construction, Maintenance and Lighting of Highways.—The 
Report reveals the immense complications of the administration of highways 
in the Review Area. It found that the multiplicity of highway authorities, 
each with an essentially local view, has seriously impeded the progress of 
highway development in the Review Area although the Commission recognize 
that the absence of new highway construction is mainly due to the failure 
of the central government to provide adequate funds. It points out that, 
as in many other functions, the distribution of responsibility for highway 
construction and maintenance within the County of London differs from 
that in the rest of the area. Although the London County Council is not a 
highway authority, it carries out major improvements while the metropolitan 
boroughs undertake minor improvements. The absence of a single highway 
authority has produced a situation in which “ there is a constant effort on 
the part of the metropolitan borough councils to do as little as possible— 
and vice versa. We have come across numerous instances in which desirable 
improvements have been postponed or delayed for years while this tug-of-war 
continues ” (para. 410). The Commission provides a memorandum as an 
appendix to their Report on the Narrow Street Bridge in Stepney, which 
amply illustrates the kind of situation they describe. 

Outside the County of London the county councils are the highway 
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authorities, but share responsibility with the county districts. The Ministry 
of Transport is responsible for trunk roads and the county or county district 
usually acts as agent for the Minister. There being no trunk roads in the 
County of London all trunk roads end at the county boundary and become 
classified roads under the responsibility of the metropolitan borough with 
improvements carried out by the L.C.C. 

Street lighting in the Review Area is the responsibility of each individual 
borough and district council. The Report notes that the reason for this 
has its origins in the distant past when the lighting of streets was intended 
to provide safety against attack or obstruction rather than traffic safety, which 
is its function today. The present system has produced a patchwork of 
different types, intensities and spacing of lighting often occurring along a 
short stretch of an important road. Efforts have been made to co-ordinate 
and standardize the lighting activities of the metropolitan boroughs, the 
Report points out, but the essential defect remains that responsibility for 
lighting is too fragmented to meet the need it now serves. 

The Commission’s proposals for reform are that all roads within the 
Review Area be divided into main roads and other roads, and that the 
construction, maintenance and lighting of main roads (to be defined by the 
Minister) be the responsibility of the Greater London Council and rank 
for government grant. The Minister will retain the right to determine 
whether or not a main road will become a trunk road. They emphasize 
that the planning of main roads has largely fallen out of town and country 
planning although it is integrally linked with the preparation and supervision 
of the development plan; they therefore recommend that this be the 
responsibility of the Council for Greater London. Similar powers for all 
other roads would be vested in the Greater London Boroughs. They envisage 
a relationship between the two authorities in regard to improvement and 
lighting similar to that which now exists between the Minister and the county 
councils. By this method the Council for Greater London would lay down 
standards and draw up specifications and the Boroughs would do the actual 
work in compliance with the Council’s directive and be reimbursed by it. 

The Report places considerable stress on its belief that it would not be 
necessary for the Greater London Council to set up an elaborate works 
department since the Boroughs themselves would each have works depart- 
ments in order to discharge their own highway functions. 


Traffic Management.—The Commission place particular emphasis on the 
close relationship between highway improvement and construction, and 
traffic management ; without the proper administration of traffic the benefits 
that could be derived from new facilities are nullified. By “ traffic manage- 
ment ” the Commission include the handling of traffic on existing highways 
sO as to promote its mobility, minor improvements to existing highway 
accommodation which might involve restriction or prohibition of existing 
practices, and finally, enforcement. They found that to complete the process 
of a single measure of traffic management in the Review Area at present 
may involve action by no less than six different authorities; namely, the 
appropriate local authority, the London Transport Executive, the Metro- 
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politan Police, the London and Home Counties Traffic Advisory Committee 
and the Ministry of Transport. In the result, comparatively simple measures 
can take two years to achieve. They point out that in considering the operation 
of traffic management in the Review Area, no less than five separate areas, 
none of which are co-terminous, must be considered. These are: the 
County of London, the London Traffic Area, the London Transport Area, 
the Licensing Authority Area, and the Metropolitan Police District. 


The Commission’s conclusion is that, except for minor readjustments, 
real change in the administrative machinery for traffic management has 
never occurred, and that the present machinery “ does not differ in principle 
from the ancient system of parochial responsibilities which parishes as highway 
authorities had in the most remote country districts in the most remote 
recesses of the past” (para. 406). 


And, they add, somewhat caustically, “The present machinery is so 
confused that it is difficult even to put down on paper a description of what 
it is, let alone how it works” (para. 407). They stress that neither the 
activities of the London and Home Counties Traffic Advisory Committee, 
nor the London Travel Committee, nor even the Ministry, have proved 
adequate substitutes for a single body covering the whole Review Area. 


The Report’s conclusion is that traffic management should be made the 
responsibility solely of the Greater London Council with the Minister 
exercising confirmatory powers as he does in other large cities. It recommends 
that the Council should set up the strongest possible traffic engineering 
department and establish some kind of machinery for liaison with the London 
Transport Executive and the British Transport Commission. 


(iv) Education 


The Commission open their discussion of the education service with the 
assertion that it is the most important of all local authority functions. They 
note that it has a distinctive characteristic in that the initiation of new ideas 
comes from below rather than from above. “ It will be seen therefore,” 
they add, “ that in education even more than in other functions the importance 
of getting good councillors and good officials and a right relationship between 
them is very great” (para. 451). 


The Report devotes considerable space to a description of the content of 
the education service, particularly the role of the chief officer, the elected 
member and the headmaster. It notes that the affairs of an individual school 
are rarely the subject of discussion at the main county committee ; that the 
county committees’ task is the planning, distribution, building, finance and 
administration of schools and colleges, “‘ aided and advised by the chief 
education officer and his assistant while the actual work of planning and 
doing the teaching rests with the teaching profession, the chief education 
officer and his staff being the link between the two sides ” (para. 483). 


The Commission note that there is no lower-tier participation in the 
administration of education in the County of London: both historically 
and administratively this system differs widely from the rest of the Review 
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Area. Although the L.C.C. system has “ won a high reputation for itself 
not only in Greater London and the country as a whole but also in countries 
abroad ” (para. 516), the Commission note that there are no committees 
or executives having any intermediate or delegated authority. They feel 
that the L.C.C. administrative system “is thus huge and monolithic, and 
in spite of every human effort that can be made to prevent its being mechanical 
and soulless, day-to-day administration must suffer from a certain rigidity 
and apparent inhumanity” (para. 517). The Commission, having rejected 
the L.C.C. system, come down decisively in favour of a two-tier structure 
for education. 

The case for such a structure, declares the Report in a significant passage 
of its argument, “rests partly upon its effect on the work in the schools 
and partly upon its effect on the health of local government. It has been 
felt that to remove schools entirely from the sphere of local interest is bad 
for local government and so likely to impede educational administration, 
and that to provide an outlet for that interest administratively closer to the 
actual schools, than the county council is in the general interest. This is 
the situation in all parts of the Review Area outside the Administrative 
County of London and the County Boroughs of Croydon and East and 
West Ham, the intermediate tier being either the ad hoc divisional executive 
or the excepted district ” (para. 485). 

While rejecting the L.C.C. education system in general terms, the Com- 
mission are emphatic in their belief that there is a need to “ preserve the 
very real advantages which the people of the Administrative County of 
London have enjoyed for so many years under the central planning direction 
which has been possible for a large and highly inter-dependent area ” (para. 
824). They reject the present system of delegation in the Review Area 
(see above) and recommend instead that “ planning and general policy must 
be in the hands of an area authority, and that it must also be made possible 
for the borough and county district councils to play some part in the day-to-day 
government of the schools. We think it possible to secure this end, not by 
conferring functions on one authority and having their execution carried 
out by another on its behalf, but by specifying which powers belong to which 
and how co-operation should be conducted ” (para. 519). Broadly speaking, 
the division of education functions between the Greater London Council 
and the Boroughs which the Report recommends gives the Council respon- 
sibility for the provision of a statutory standard of education throughout 
the Review Area and the Boroughs responsibility for the day-to-day 
administration, subject to budgetary and other controls by the Council. 
They envisage the possibility of an interim period during which the Greater 
London Council will be the sole education authority for the Boroughs within 
the present County of London (where education has never been a borough 
function) until such time as the Boroughs are ready to assume their new 
duties. The Report favours each of the Boroughs having their own educational 
purchasing organization rather than the Greater London Council setting 
up a central purchasing department. The more precise distribution of 
functions between the two authorities, which the Report recommends should 
be laid down by statute, is as follows : 
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Educational Functions 


Educational Functions 
of the Greater London Council 


of the Greater London Boroughs 





(i) Formulation of the education (i) Opportunity to put its needs 


development plan (involving the 
size, type and distribution of 
schools and colleges) in consulta- 
tion with the Boroughs subject to 
Ministerial approval. 


Ownership of all schools and 
colleges. 


Promotion of parental freedom in 
their choice of schools. 


Training of teachers and the 
maintenance of a single service of 
teachers from which appointments 
will be made by individual 
Boroughs. 


Award of scholarships and grants. 


before the Council prior to any 
final decision on the development 
plan. 


Supervision of the actual building 
work, 


Day-to-day management of 
schools and local colleges and the 
school welfare and health services. 


Appointment of teachers and 
their transfer and dismissal (with 
a right of appeal to the Greater 
London Council). 


Appointment and dismissal of 


governors and managers. 


The “11 plus” examination and 
other methods of pupil selection. 


Direct responsibility for colleges of 
advanced technology and regional 
colleges. 


Local technical colleges, 
The Youth Service. 


Overall administration of the 


Administration of the Youth 
Youth Employment Service. 


Employment Service. 


Overall financial responsibility for 
the cost of education involving 
budgetary control of the expen- 
diture of the Boroughs under 
broad heads. 


Freedom to switch expenditure 
between items but not between 
heads. 


(x) Provision of an inspectorate. 


(xi) Power to give directions to a 
Borough in serious default. 


(v) Personal Health, Welfare and Children’s Services 


The Report notes the considerable differences in the administration of the 
personal health, welfare and children’s services among each of the nine 
counties and county boroughs responsible for their administration in the 
Area. Each county operates in varying degrees a system of delegation from 


the county committee to single or grouped county districts for each of these 
services. 


It found that although these services are closely related and often involve 
the provision of certain aspects of each for the same family, the sheer size 
of the population to be provided for has meant that individual departments 


are virtually separate organizations : “‘ The mere fact that the county council 
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is ultimately responsible for all three does not of itself lead to joint or common 
action between the three departments, and indeed, periodical council meetings 
with their enormous agendas, or even co-ordinating committees, are not apt 
pieces of machinery for this purpose” (para. 577). In several counties the 
Commission found this lack of contact was particularly marked between the 
children’s departments and the divisional medical officers of health. 

They stress their belief that work involved in the provision of the services 
should be as simple and direct as possible. ‘“‘ We are concerned,” they 
remark, “‘ that the arrangement for providing the services should be acceptable 
to the public, which means that they must be so co-ordinated that the public 
do not have to spend their time going from one department or place to another 
in search of help. Our impression was that in many places the services 
were working reasonably well at ground level because the field workers 
were making personal contacts with one another, but that in some counties 
this was in spite of the scheme of organization rather than because of it” 
(para. 581). 

The Report notes that the need for integrating the health and welfare 
services by the creation of domiciliary teams under the clinical leadership 
of the general practitioner and including health visitors and home helps 
has been emphasized on a number of occasions by the Minister and was 
stressed by the Ministry of Health in their evidence. A team of this kind, 
the Report argues, would be most effective if organized by the local 
government medical officer and covered a fairly small area rather than a 
huge county as at present. The character and aims of the old people’s and 
children’s services also point to the need for small authorities. The Com- 
mission’s general view of all three services is that “since they deal mainly 
with lives of people living in their own homes they should be organized 
in as small units as is consistent with efficiency ” (para. 629). 

The Report comments on the sense of loss expressed by many boroughs 
which before 1948 were responsible for the maternity and child welfare 
services and concludes that a return of these functions to the second-tier 
authority would be a big step forward towards restoring the morale of local 
government. The Report notes, however, that the Report’s final conclusion 
is that the need to organize the three services so that each is treated as an 
integral part of a whole, and the need for authorities administering them 
to be accessible and responsive to the public they serve, both point to the 
re-allocation of the services to smaller authorities than at present. It therefore 
recommends that all three services in their entirety be made the responsibility 
of the Greater London Boroughs. The ambulance service requires a very 
much larger area than is needed for the other personal health services. It 
therefore recommends that the Greater London Council should be responsible 
for this service. It sees no insuperable difficulty in the Boroughs undertaking 
to run certain welfare institutions, but adds, “It may well be that in a 
transitional period the ownership and working of certain large institutions 
(which we hope are on the way out in any event) might present some 
difficulties. We think it worthy of consideration whether a few of these 
institutions are not more appropriate to the regional hospital boards ” 
(para. 834). 
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(vi) Intelligence Department 


The Report places considerable emphasis on the importance of properly 
organized research in local government and it is significant that it lists research 
as a first requirement in the functions to be allocated to the Council for 
Greater London. Throughout their investigations the Commission were 
continually struck by the fact that, “no one is responsible for continuous 
research into the inter-linked problems of Greater London as a whole. There 
is a vast amount of information in existence, but there is no body responsible 
for converting it into relevant knowledge” (para. 758). In planning and 
housing in particular this deficiency was very marked, although the need 
to reassess the pre-suppositions of the Abercrombie Plan, especially in regard 
to office development, population densities and overspill is, they point out, 
of considerable urgency. 


“It is imperative, in our view,” the Report concludes, “ that the Council 
for Greater London should organize a very competent Intelligence Department 
to keep all these matters under constant study and research, the fruits of 
their labours being available to all other departments, whether town and 
country planning, housing, traffic management, highway construction and 
planning, and education ” (para. 760). 


It envisages the department serving not only the Council but central 
government, the Boroughs, and more particularly, the general public. In 
the Commission’s view, ‘‘ Democratic local government is impossible without 
informed public opinion” (para. 762). They also see the Intelligence 
Department as an important corollary to their argument in favour of a local 
government body for Greater London rather than placing responsibility 
with the central government. 


(vii) Environmental Health Services 


Refuse Disposal.—Refuse disposal is the responsibility of the boroughs and 
districts, but the Commission were struck by the fact that, for a considerable 
number of years beginning with the Dawes Report in 1929, all independent 
inquiries had taken the view that it ought to be organized on a much wider 
basis. The case for a larger body, the Report notes, rests on the fact that 
as London has grown, refuse tipping sites have to be found further and 
further afield beyond the boundaries of the disposing authority. This problem 
is most acute in the County of London where almost no metropolitan borough 
is able to dispose of its refuse within its own boundaries. But it is also 
becoming a problem for many authorities outside the County and is likely, 
to become increasingly so as available land for tipping is used up. The Report 
notes that although this situation has led to comparatively high disposal 
costs for the inner boroughs due to heavy transport charges, some improvement 
could be made to the present chaotic pattern of disposal. 


“* Much of London’s refuse,” it states, “‘ does not reach the nearest available 
resting place, nor does it in transit follow the most convenient route. 
Refuse from the Metropolitan Borough of Lambeth, which stretches south 


87 





PUBLIC ADMINISTRATION 


for six miles from the River Thames, is sent in a north-westerly direction 
into Buckinghamshire. The Metropolitan Borough of Hammersmith, in 
the west of the Administrative County of London, sends its refuse into 
Surrey. Wandsworth, which by road is fifteen miles from extensive gravel 
workings in Middlesex, sends its refuse twenty-eight miles by river to 
Essex.” 


The Commission recommend that responsibility for this function should 
be placed with a single authority for the whole Review Area so that tipping 
sites can be co-ordinated with demand, transport organized, land use positively 
planned, and research undertaken into methods and costs. They therefore 
recommend that refuse disposal be made the responsibility of the Greater 
London Council. Refuse collection will remain a Borough function. 


Main Sewerage and Sewage Disposal.—A considerable degree of amal- 
gamation in the main sewerage and sewage disposal services has already 
taken place in the Review Area and the Commission comment on the fact 
that they received very little evidence in favour of changing the present 
arrangements. They note approvingly that the Counties of London and 
Middlesex each have a unified sewerage and sewage disposal system on a 
county-wide basis. Elsewhere there are a number of joint schemes and a 
few authorities which run their own schemes. The Report recommends 
that the two county schemes be preserved intact under the responsibility 
of the Greater London Council, but the cost to be borne only by those 
Boroughs within the schemes, and the existing joint arrangements in other 
areas remain unchanged and administered by the reconstructed Boroughs. 


Regarding the possibility of any further amalgamation, the Report suggests : 


“ce 


circumstances in the future may create the need for further centralization 
of main sewerage schemes. We think this is a problem which needs to be 
kept under review by the Council for Greater London in conjunction with 
the other authorities ” (para. 842). 


The Report’s recommendation for the remaining environmental health 
services are as follows : 


Parks and Open Spaces.—Certain of the larger open spaces (Crystal Palace 
and Hampstead Heath for example) be made the responsibility of the Greater 
London Council and responsibility for all other parks and open spaces be 
placed with the Boroughs. 


Land Drainage-—The Greater London Council should be required to 
carry Out operations where more than one Borough is concerned ; elsewhere 
land drainage should remain the responsibility of the Boroughs within their 
own areas and the responsibilities of the existing Catchment and River Boards 
should remain unchanged. 


(ix) Other Functions 


The Report recommends that the distribution of other functions which are 
at present exercised by the counties and county boroughs should be as follows : 
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Greater London Council Greater London Boroughs 





To be responsible for : To be responsible for : 


All the expenses entailed in the admin- Art galleries and Museums. 
istration of Justice, and the appoint- 
ment of Coroners. Libraries. 


Major cultural and, entertainment Most entertainments. 
undertakings such as the Royal 
Festival Hall. Shops Act. 


The Fire Service. Food & Drugs Act. 
Fertilizers & Feeding Stuffs. 
Weights & Measures. 
General Licensing and enforcement. 


The formulation of building bye-laws. The administration of building bye- 
laws. 


CONSTITUTION 


(i) The Council for Greater London 


The Commission recommend that the members of the Council be directly 
elected. They point out that the Council will administer functions which 
will “‘touch the lives of Londoners at many points” and upon which 
“Londoners are entitled to make their opinions felt through the medium 
of the ballot ” (para. 851). They perceive a possible danger, if the members 
were indirectly elected by the Boroughs, of their becoming mere delegates 
for the Boroughs rather than representatives of Greater London as a whole. 


On the basis of the functions it will carry out, the Report estimates that 
about 100 members will be required and they therefore consider that the 
existing parliamentary constituency, of which there are 109 in the Review 
Area, would be a convenient electoral division on the basis of one member 
per constituency. They favour a three-year term with triennial elections 
to be held simultaneously with the Borough elections. 


(ii) The Greater London Boroughs 


The Report recommends that the constitution of the Boroughs be the same 
as that of municipal boroughs. It favours by implication annual elections 
to occur simultaneously with those for the Council for Greater London 
under the present voting system on a ward basis. 

The Commission offer no recommendations regarding the aldermanic 


system or the payment of members. Nor do they favour any change in’ 
the present voting system. 


FINANCE 


The Report recommends that the Boroughs be the rating authorities with 
the Greater London Council precepting on them in a way similar to the 
system which at present operates in the counties. They are uncertain as 
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to the precise financial consequences of their proposals because the incidence 
of the General Grant in the new circumstances created by the reallocation 
of functions is not immediately apparent. But they are aware that the rates 
of those Boroughs outside the existing County of London will be lower 
than at present since they will cease to contribute through county precepts 
to the less wealthy non-metropolitan parts of their counties and will gain 
the higher rate product of the prosperous areas in the County. Two-thirds 
of the Boroughs within the County of London, however, will have to levy 
higher rates than at present since they will lose the special subventions from 
the County Council and the additional revenue under the present London 
Equalization Scheme from the more prosperous areas of the County. 


The Commission note that, generally speaking, the local authorities in the 
Review Area are better off in terms of rate resources than the rest of the 
country, although there are very considerable differences in the relative 
wealth of different parts of the area. They therefore recommend that a rate 
equalization scheme should operate for the whole Review Area. They found 
a number of defects in the present London Equalization Scheme which 
operates in the County of London, particularly those aspects which they 
feel in the long term are “ likely to reduce the incentive to strict control 
of expenditure” (para. 960). Instead of extending this scheme the Com- 
mission advocate a selective rather than a comprehensive equalization scheme 
which, broadly speaking, will mean that all Boroughs whose rates fall below 
16s. in the £ would levy a rate at that level, and Boroughs with rates above 
the level of 21s. in the £ would levy 21s., the excess produced from the former 
authority making up the deficiency of the latter. The Commission point 
out that the figures of 16s. and 21s. are only tentative, but they consider 
that a range of 5s. would not be an unreasonable figure. 

The Report envisages a five-yearly review of the new equalization scheme 
and they suggest that the Council for Greater London act as a clearing house 
for the scheme, effecting the necessary adjustments between Boroughs on 
the precept. It considers that its recommendations, although involving 
considerable dismemberment, will not impair the financial viability of the 
present Counties of Essex, Hertfordshire, Kent and Surrey. The Report 
believes, however, that a transitional arrangement will be necessary for a 
limited period, so that these authorities may make the necessary adjustments 
to their finances. Under this arrangement the Greater London Boroughs 
in the metropolitan parts of these counties would relieve the county rate 
burden. 

EVIDENCE 


Of the 117 local authorities in the Review Area, 114 submitted written 
evidence and ninety-seven gave oral evidence as well. Some provided joint 
evidence, notably two groups in Middlesex; one of ten medium sized 
authorities, the other of the eleven largest boroughs in the county, and a 
third from Essex consisting of all the Essex authorities in the Review Area, 
except the County Council and Waltham Holy Cross. 

Seven government departments submitted written and oral evidence, and 
written or oral evidence was presented by 126 professional, voluntary, 
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academic and political bodies. In response to an invitation published in the 
national press, a number of' private individuals submitted written evidence, 
of which the Commission take note of twenty-six. 


The Commission record that the majority of the evidence from local 
authorities, including all the counties and county boroughs, was in favour 
of the status quo. With few exceptions every authority confined its attention 
to its own area. Although they recognize that this somewhat parochial 
approach was determined to some extent by tactical considerations, par- 
ticularly among the counties and county boroughs, the Commission point 
out, “ There seemed to us to be a genuine lack of understanding of the needs 
of London as a whole, due not to purely selfish reasons but to the concentration 
by each authority on local problems within the area for which it is 
responsible ” (para. 174). The Commission add that they discerned a certain 
weakening in this dogged defence of the status quo as the oral hearings 
progressed. 

The Report notes a marked trend in the evidence of the local government 
professional bodies in favour of the maintenance or creation of large authorities 
and adds that the members of these bodies “ are evidently very zealous to 
achieve conditions under which their professional skill can best be utilized 
in the public interest, but they are also, quite rightly zealous that conditions 
should be favourable to their professional interests ” (para. 204). 

Four local government political organizations gave evidence, namely, the 
London Labour Party (which covers the Counties of London and Middlesex) ; 
the London Municipal Society (the Conservative party organization for the 
County of London) ; the Liberal Party Federation ; and the London District 
Committee of the Communist Party. The Report comments on the fact 
that the natural desire of each to enhance its own electoral position produced 
in their evidence unusual alliances and divergences from the traditional 
party attitudes to reform. 


Types of Solution in the Evidence 


In the evidence submitted to them favouring change in the existing structure 
and distribution of functions in the Review Area, the Commission discerned 
four broad categories. 

First, those who advocated that, for some purposes, action could be taken 
only by central government. The function most often suggested under this 
heading was planning, and the Commission noted, with some surprise, that 
this was a view taken, if not explicitly then by implication, by many local 
authorities, who did so, they note, largely in order to maintain their own 
independence. Also in this group were the Centre for Urban Studies and 
Professor Griffith (he gave separate evidence to the rest of his colleagues | 
at the London School of Economics), who, in addition to planning, considered 
that traffic management, highway construction and planning and housing 
should also be included. Their view was that these services presented 
problems which would remain insoluble within the framework of local 
government administration. 


Second, those who advocated the formation of ad hoc authorities for certain 
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purposes. The Commission do not say which witnesses supported reform 
of this type. 

Third, those who envisaged the creation of consultative machinery between 
existing authorities or joint boards or committees. Again, the Commission 
notes, planning was the most prominent function cited and they reserve 
particular praise in this connection for the evidence submitted at a late stage 
in their proceedings by the County Councils Association. Other important 
witnesses in this category were the Association of Municipal Corporations 
and the group of local authorities in south-west Essex. 

Finally, those who favoured the formation of a local authority covering 
the whole of the Review Area with those functions which need to be exercised 
over a wide area, leaving the remaining functions of local government to be 
performed by local authorities with more restricted areas. Evidence in this 
category came from the Metropolitan Boroughs of Chelsea, Fulham, 
Hampstead, Kensington and Westminster, and the Borough of Twickenham. 
The Report notes that similar proposals came from the Conservative minority 
party in the London County Council; the London Municipal Society ; the 
London District Committee of the Communist Party; the Bow Group 
(a Conservative research group); and Mr Hugh Jenkins, a member of the 
Labour Party majority on the London County Council. The evidence of 
Professor Robson’s group at the London School of Economics was also in 
this category, and the Report devotes considerable space to a discussion 
of their evidence, which it notes consisted of two schemes, A and B, both 
of which favoured an authority for the whole of the Review Area, but which 
differed on the question of the size and scope of the second-tier authority. 





INSTITUTE NEWS 





Annual General Meeting and Annual Dinner 


Tuis year’s Annual General Meeting will be held on Thursday, 27th April 
at The County Hall, London, S.E.1, and will be preceded by a talk by 
Professor W. A. Robson, Chairman of the Institute’s Executive Council, on 
The Present State of Teaching in Public Administration. The Meeting will be 
followed by the Members’ Annual Dinner at which the Guest of Honour will 
be the Rt. Hon. Henry Brooke, Minister of Housing and Local Government. 
Lord Bridges, the Institute’s President, will preside. 


Building By Local Authorities by Elizabeth Layton 


Tuts book, the fourth in the Institute’s series of major research projects, 
was published on 23rd March. It is the result of an investigation of the basic 
forms of organization employed in local authorities for designing new buildings 
and maintaining existing ones. The retail price is 40s., but members can 
obtain copies direct from the Institute for 27s. 6d., post free. 


Overseas Visits 


ProFEssoR W. A. Rosson, the Chairman of the Executive Council, has been 
invited by the Nigerian Government to advise them on their nationalized 
industries and will be visiting Nigeria in April. 

Dr. A. H. Marshall, a member of the Executive Council and Chairman of the 
Institute’s Research Committee was recently appointed a member of the 
Commission, under the chairmanship of Lord Munster, which is examining 
constitutional relationships in Uganda. 

The Institute’s Director, Raymond Nottage, has recently returned from a 
visit, arranged by the Foreign Office, to several countries in South-East Asia, 
during which he lectured on various aspects of British administration and 
investigated the possibility of augmenting the training undertaken in those 
countries in British administrative methods. The countries he visited included 
Singapore, Malaya, Cambodia, Laos and the Philippines. 

John Sargent, the Assistant Director, will be going to Uganda, Kenya 
and Tanganyika in April to survey training facilities for Africans employed 
in government services in these East African territories. 


New Courses 


THE first of the Institute’s residential courses on The Practice of Administration’ 
in Central Government will take place from 11th April to 7th July this year. 
The twenty students selected for this course are being sent by the Governments 
of several Commonwealth countries and Colonies and by Burma, Greece, 
Indonesia, Thailand and the United Arab Republic. 
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Another new course, to be introduced in June, is one specially planned 
for senior administrative officers in police forces. The course has been 
welcomed by Chief Constables at a time when the employment of more 
civilians in office and general administrative duties and better conditions of 
service for uniformed staff has stressed the need for efficiency and economy. 


Regional Group Conference 


Tue Edinburgh and East of Scotland Regional Group has organized a con- 
ference at Peebles this year on the Mental Health (Scotland) Act, 1960, which, 
like the 1959 Act for England and Wales, has effected sweeping changes in 
existing legislation on this subject. This is the latest in a series of con- 
ferences organized by the Regional Group on social services which are the 
responsibility of various public authorities. 


THE HALDANE ESSAY COMPETITION 1960 
Report of the Adjudicators 


We have considered the seventeen essays submitted and have pleasure in 
recommending that the Haldane Medal and Prize of £50 be awarded to: 


R. A. Egger: Some Observations on Ministerial and Departmental 
Organization and Management in the Government of Pakistan. 


We also wish to commend the following two entries : 


A. H. Carter: The Lesser Evil : A Comparative Study of Income Tax 
Administration in the U.S.A. and the United Kingdom. 


W. C. Day: Value for Money in Government Administration. 
Appropriate awards for these entries would be £30 and £20 respectively. 


We were impressed by the extensive study and careful preparation devoted 
to a number of the other essays—especially those by J. B. R. Barnicoat on 
Organization and Policy Formation in County Government, and E. L. Edmonds 
on Local Inspection of Schools : A Current Analysis. These essays, however, 
fell short of the standard meriting an award, in that they suffered from faults 
of arrangement and inconclusiveness. A crisper and more concise style of 
presentation might well have helped the authors to reach clearer, more logical 
and more practical conclusions. 


Signed : A. H. MARSHALL. 
R. S. PARKER. 
January 1961. 
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Nationalized Industry and Public Ownership 


By WILLIAM A. Rosson. 


ON pages 74-77 of his new book, Professor 
Robson offers a theory of the public 
corporation: “that a full measure of 
accountability can be imposed on a public 
authority without requiring it to be 
subject to ministerial control in respect of 
its managerial decisions....” This 
theory, he goes on, “* assumes that policy, 
in major matters at least, can be dis- 
tinguished from management or adminis- 
tration, and that a successful combination 
of political control and managerial freedom 
can be achieved by reserving certain 
powers in matters of major importance to 
Ministers answerable to Parliament and 
leaving everything else to the discretion of 
the public corporation acting within its 
legal competence.” 

In accordance with his theory, Professor 
Robson devotes the central chapters of the 
book to the relationships between Par- 
liament, the Ministers and the Boards, and 
to the problems of accountability to the 
public. In them he makes an outstanding 
contribution to the study of public 
administration. So far as I can judge, 
nearly all the relevant and important events 
of the last thirteen years are set out along 
with full and fair summaries of major 
documents and debates covering the 
central issues; and the whole thing is 
done readably and with admirable 
accuracy. The lack of competent books 
covering the last ten years’ experience of 
these aspects of nationalization makes 
Professor Robson’s achievement all the 
more welcome. 

Although he appears as a _ robust 
champion of nationalization, Professor 
Robson has a number of improvements to 
suggest. He repeats his proposal for a 
permanent commission to conduct 
efficiency audits, and he argues the case 
for administrative tribunals to inquire into 
individual complaints against the boards 
in matters over which the courts have no 
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jurisdiction. Consumers’ councils, he 
thinks, cannot acequately discharge this 
function, although they can deal with 
general questions affecting consumers. 

If his theory is to be defended, however, 
Professor Robson is under a particular 
obligation to suggest improvements in the 
relationship between the ministers and the 
boards. As he shows, there is a “ twilight 
zone ” within which ministers interfere by 
*‘ influence or pressure” in the affairs of 
boards without acknowledging their 
responsibility. He gives some idea of the 
wide scope and the frequency of these 
interventions, and roundly condemns them. 
To put matters right he has two sugges- 
tions: ‘“‘ Ministers must be prepared to 
face up to the responsibilities which they 
have assumed”; and “It may well be 
that the board members and chairmen 
should have been more ready to withstand 
ministerial pressures than they have been 
in recent years.” 

Surely this is unconvincing? Professor 
Robson has already quoted with approval 
D. N. Chester’s view that “all govern~ 
ments try to get their own way without 
wanting to be held publicly responsible 
for the results.” Why should they stop 
now? As for resistance to ministerial 
pressure, two chairmen, Lord Citrine and 
Sir James Bowman, have already set 
examples ; but are we likely to find many 
such chairmen in the future ? 

If there is mo remedy, however, the 
requisite distinction between policy and 
management is blurred, if not lost. 
Perhaps this can help to explain a puzzle 
in Professor Robson’s own attitude to the 
public corporations. Although he is a 
firm believer in the post-war practice of 
giving the government “ residual powers 
of discretion and appointment which mark 
their unquestionable authority,” he shows 
a marked preference for the pre-war 
corporations, particularly for the London 
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Passenger Transport Board, which the 
Government could neither appoint nor 
direct. 

This suggests that, despite Professor 
Robson’s spirited defence of post-war 
nationalization, his ideal is the pre-war 
corporation, with room for an occasional 
policy directive from the minister. If so, 
either the theory is disproved, or we need 
some quite new proposal for pushing 
back the area of ministerial intervention 
by means which neither Professor Robson, 
nor anyone else, has been able to suggest. 

There is a good deal more in the book 
besides these central chapters. Some of it 
(especially the chapter on “ Labour 
Relations ”’) falls below the general high 
standard. On the other hand the chapter 


on ‘“ Organization and Management ” 
gives a useful summary of the debate on 
this subject. Since Professor Robson 
roundly condemns my own views on 
decentralization and on the Fleck Report, 
I take the opportunity of drawing attention 
to a quotation from this chapter, in which 
he sets forth another of his remedies : 
“If the N.C.B. carry through a com- 
prehensive programme of training courses 
for colliery managers in administration 
and management, as the Fleck Committee 
recommend, most of their present 
grievances will be literally ‘ trained away.’ ” 
Does this reveal a faith in the powers of 
education unusual even in a professor ? 


H. A. CLEGG 


America’s Capacity to Govern: Some Preliminary 
Thoughts for Prospective Administrators 


By GeorcE A, GRAHAM. University of Alabama Press, 1960. Pp. xiv+159. $3. 


Dr GRAHAM, like many professional 
teachers of politics, must often have 
wondered whether it is a subject at all. 
Are there generalizations to be made and 
lessons to be drawn out of the welter of 
detailed information which we can never 
wholly master and with which we can 
never hope to keep up? The only way to 
answer this kind of question is to try it 
out on an audience, and this explains these 
rather general reflections, originally offered 
as lectures at the University of Alabama. 
They are a curious mixture, and perhaps 
characteristically American in that the 
border-line between teaching and preaching 
is sometimes so thin. Professor Graham 
is committed to a belief in the pluralistic 
democracies of the West and of the 
United States in particular which one 
feels to be so deep-rooted that even if his 
own inquiries had led him to greater 
scepticism he would have found it difficult 
to express it. 

The first lecture is an attempt to see 
what the other social sciences, in particular 
psychology, have to say about the 
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Aristotelian question as to whether man is 
a political animal. It is difficult to say 
that this does more than re-phrase the 
Aristotelian answer. In lecture two, 
Professor Graham gets on to the study of 
democracy and gives a very balanced 
account of its strengths and weaknesses : 
** General participation may be at the 
risk of folly. Deference to the individual 
may endanger the common welfare. 
Pluralism can bring costly conflict as 
well as more satisfying social organiza- 
tion. Dependence on voluntary asso- 
ciations to meet new needs and perform 
socially important functions may lead to 
error and disaster as well as ready 
adaptability and high productivity.” 
Here he makes a number of challenging 
points of his own. He rightly points out 
that we know too little about the 
“psychological disturbance caused by 
social change” to be sure of the effect 
upon our politics of the increasing pace of 
social development. He points out how 
extraordinarily fertile the United States 
has been in voluntary organization: “ the 
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self-generating co-operating collectivism 
of pluralistic America makes the collec- 
tivism of Russia look very elementary 
indeed.” Finally, “‘ there is no evidence 
anywhere of a general inborn desire to 
govern.” Therefore the problem of 
finding leaders willing to bear the burdens 
of leadership is ranked by him higher 
among those that democracies have to face 
than has traditionally been the case. 
Nevertheless, given “‘ intelligent sustained 
effort supported by and infused with 
goodwill,” democracy can do the job. 


After a lecture in which Professor 
Graham suggests a highly abstract series 
of criteria for measuring the capacity to 
govern, under the heads of “ goals, 
doctrines, rational structures, authority 
and leadership,” he goes on in lecture four 
to what will generally be regarded as the 
crux of his argument, an examination of 
leadership in the public services of the 
United States : 

* Throughout most of the history of 
this United States of America, govern- 
ment has not been the unifying element 
in national life. As a people we have, 
except for a few brief periods of crisis, 
been economically oriented, not 
politically oriented. Now the scene has 
shifted and public affairs are increasingly 
the central focus of national attention.” 
Therefore the American Civil Service 

is acquiring new importance not only for 
the United States but for the rest of the 


world, while as he points out “ the present 
methods of dealing with higher civil 
servants are not a system... they are 
an inadvertence.” In other words, he 
comes out very strongly for the recom- 
mendation by the Second Hoover Com- 
mission in favour of a senior Civil Service 
available to the executive for responsible 
work anywhere in the governmental 
system, and not departmentalized as 
American professional administrators are 
at present. He gives an illuminating 
account of how these proposals were first 
watered down by the Eisenhower admin- 
istration and then “ stopped dead by the 
chairman of a sub-committee of a House 
committee standing close to the bottom of 
the prestige scale.” 

Although Professor Graham continually 
emphasizes the international aspect of 
America’s current responsibilities, he 
nowhere directly examines non-American 
experience, and he refers to only one 
non-American author—Arnold Toynbee. 
No doubt this concentration upon the 
domestic can be justified, but not so the 
statement that “‘ the Russian leaders have 
in the space of forty years moved from the 
18th century into a position of leadership 
in the 20th”: before making a remark of 
this kind, Professor Graham should have 
refreshed his memory on the economic 
statistics of Russia in 1913, which made 
it already then one of the great industrial 
powers of the world. 

Max BELOFF 


Mental Health and Social Policy, 1845-1959 


By KATHLEEN JONES. Routledge and Kegan Paul, 1960. Pp. 237. 28s. 


For the past six years the public has been 
made more aware of the nature, needs 
and problems of the mentally ill person 
than ever before in the history of this 
country, but there is still a great deal of 
misconception, doubt, uncertainty and 
even fear about mental illness and certainly 
all too little is known about the way in 
which our society makes provision for 
those who suffer this kind of ill-health. 


Most of us probably know that mental 
illness has no longer the dreadful stigma 
that it had, that new forms of treatment 
have been developed, and that brutal 
attendants and public exhibition of the 
lunatic are long since things of the past. 
But how many of us are really knowledge- 
able about the law relating to mental 
illness and the implementation and 
implications of legislation designed to 
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provide services and protection for the 
mentally ill? I suspect not many, and 
if my suspicion is correct then no longer 
need most of us be ignorant because 
Dr Kathleen Jones has given us a most 
valuable source of knowledge in her 
excellent book Mental Health and Social 
Policy, 1845-1959. 

In this book, Dr Jones traces the growth 
of legislation and the provision of services 
for the mentally ill from what appeared 
to be a radical approach in the middle of 
the nineteenth century to the revolutionary 
attitude of the mid-twentieth century. 
She does so with the authority of an expert 
in the history of mental health policy and 
administration who can communicate her 
knowledge and her ideas with a degree of 
clarity all too rare among writers in this 
field. The reader is made aware of the 
complexity of the legislation, and the 
debates and discussions preceding the 
passing of Acts of Parliament, in a most 
interesting and informative manner, and 
what could have been a dry as dust legal, 
administrative and political history becomes 
a stimulating and lively account of social 
change in a specialized field of social 
policy. Indeed so well does Dr Jones 
steer us through the legislation and the 
slowly changing climate of opinion that 
by the end of the book this reviewer at 
least had a very clear picture in his mind 
of the answers to the fundamental questions 
posed by Dr Jones in the introduction to 
her book. 

The purpose of this book is “ to show 


The French Constitution 


By WILLIAM PIcKLEs. 


AN eminent Gaullist constitutional lawyer 
has described the Constitution of the Fifth 
Republic as “the worst drafted Con- 
stitution in French history.” The trans- 
lation which Mr Pickles has made of it is 
undoubtedly the best drafted version that 
has appeared in English. He has repro- 
duced the tone of the original without 
adding English inelegancies and am- 
biguities to the many French ones and he 
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how succeeding generations have answered 
a series of fundamental questions : What 
is mental disorder? What forms of care 
should the community provide? Who 
should be responsible for administering 
them? How far is it necessary to compel 
patients to receive treatment against their 
will? How can this be done without 
infringing the essential liberty of the 
subject?” All these questions have been 
admirably answered, and she has avoided 
the dangers of being side-tracked into a 
discussion of the theory and practice of 
psycho-analytic techniques, or the growth 
of psychosomatic medicine. She has done 
well to avoid these issues though it is 
clear that she has considerable knowledge 
of them. How refreshing it is too to read 
a book on this subject which has none of 
the jargon which most writers in this field 
proudly display. 

For everyone therefore who is in any 
way concerned with the implementation 
of the Mental Health Act, 1959, this book 
ought to be compulsory reading, and even 
those of us not directly concerned would 
do well to read it because it is concerned 
with a subject which may at some time 
affect us all. Dr Jones is to be con- 
gratulated on writing a_ stimulating, 
informative and readable book on a topic 
which could so easily have been treated in 
a manner calculated to deter all but the 
most highly specialized from looking at 
even the chapter headings. 


D. C. MARSH 


1960. Pp. 52. 


has provided useful comments on the 
origins, implications and initial application 
of its articles. The thoroughness and 
subtlety of his analysis ensure that this 
pamphlet will not be superseded by the 
several full-scale assessments of the Fifth 
Republic that have appeared since its 
publication. 

To an extent even greater than was 
envisaged when it was being prepared and 
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adopted, the Constitution is General de 
Gaulle. It was described by its chief 
draftsman, M. Debré, as_ establishing 
parliamentary government on the British 
model; the Constitution itself, with the 
organic laws and parliamentary standing 
orders made under it, would give France 
what the two-party system gave Britain— 
a stable government responsible (but not 
subordinate) to the legislature. Instead 
it has given France a political system far 
more presidential than that of the United 
States. As President the General has 
virtually usurped the powers of the prime 
minister and the government. It is he 
who determines policy towards Algeria, 
the French Community and the external 
world ; it is he who arbitrates not only 
between the various institutions of the 
state but also between the various policies 
that conflicting ministers and factions are 
advocating both for problems that he has 
made peculiarly his own (Algeria, the 
Community and international relations) 
and for problems which even he might 
have left to his ministers (such as finance 
and education). The Prime Minister is 
indeed a prime minister—not in the 
current British sense but in the sense that 
he is the chief servant of the chief executive. 
In this office he answers to parliament for 


the decisions made by the government of 
which he is the nominal and the President 
is the realhead. Yet it would be misleading 
to say that the government is responsible 


to parliament. The procedural devices of 
the new regime give the government 
considerable scope for evading effective 
responsibility to parliament. The President 
has made it clear that if parliament makes 
the herculean effort needed to overthrow 
the government then it will be dissolved 
and the government will appeal to the 
nation. Although in 1944, 1946 and 1958 
de Gaulle showed that he was no self- 
appointed dictator, his attitude towards 
himself, the nation and his own duty to 
the nation make it rash to assume with 
security that he would run the risk of 
receiving an unfavourable answer. He 
might prove prepared to dispense with 
both the elected and the electors. To use 
Rousseau-esque language, he might refrain 
from seeking the general will, which is 
always right, if to do so would entail the 
risk of obtaining some less perfect will. 


Like patriotism, legitimacy is not 
enough: and pretensions to it may be 


challenged by those who hold a different 
view of what patriotism entails. The 
plebiscite that ratified the new Constitution 
could be held to have superseded the riot 
that doomed the old one, but it did not 
cancel that riot or destroy its legacy. The 
legitimacy of de Gaulle may be derived 
from 1940 and the resistance to the Vichy 
traitors and German invaders; yet the 
high priests of his coronation were not the 
posse of ex-premiers that he then had in 
his cabinet but the colons and colonels 
who made 13th May and who have 
shown since few signs that they will allow 
de Gaulle to do what they overthrew 
Pflimlin for being likely to try to do. 
The Constitution of the Fifth Republic is 
de Gaulle, but de Gaulle himself is the 
incarnation not only of the new regime 
and of legitimacy but also of the Algerian 
dilemma. 


Paradoxically, although de Gaulle may 
be the incarnation of legitimacy, the nation, 
the Republic and the new regime, he is 
not the incarnation of a majority, conceived 
either in parliamentary or electoral terms. 
His mystique, his concept of his respon- 
sibility to France and his desire to be the 
arbitrator beyond the factions have 
hampered him in the formation of a policy 
and in the development of support for it. 
The role he has chosen for himself and 
the behaviour he has imposed on the 
government and parliament are perhaps 
doing even more to delay the development 
of a viable political system than the 
** sterile games ” of the politicians did in 
the Fourth Republic. The Constitution 
has been described as Orleanist; but 
Louis Philippe could offer France what 
de Gaulle cannot—an heir. Unlike Louis 
Philippe, de Gaulle could not hope to 
found a dynasty ; but as a prime minister 
less aloof from ordinary politics than he 
has been as president he might have 
helped towards the development of a 
system either of effective competing 
parties or of a genuine ruling party. The 
R.P.F. deserted him in the Fourth’ 
Republic ; it can be said not unjustly that 
he has deserted the U.N.R. in the Fifth 
Republic. In doing so he may prove to 
have frustrated the political reconstruction 
for which the Constitution of the Fifth 
Republic might have provided the frame- 
work. 


PETER CAMPBELL 
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Constitutional Developments in Nigeria 


By Dr Kau Ezera. Cambridge University Press. 


IN this volume, Dr Ezera, who is a Lecturer 
in Government at University College, 
Ibadan, and also, incidentally, a member 
of the federal House of Representatives, 
presents a useful study, from an African 
point of view, of the constitutional changes 
which have led up to the present inde- 
pendence of Nigeria. He traces the 
evolution of the legislature from the small 
nominated Legislative Council of Lagos, 
created after the annexation of 1861, 
through the purely advisory Nigerian 
Council set up by Lord Lugard in 1914, 
to the reconstituted Legislative Council 
of 1922, in which for the first time four 
elected members were included. 


The wind of change which blew over 
Africa after the Second World War led to 
a series of conferences and constitutional 
changes in Nigeria, which gave the 
country four different constitutions within 
twelve years. The last stage prior to 
independence was marked by the achieve- 
ment of self-government by the Eastern 
and Western Regions in 1957 and by the 
Northern Region in 1959. 

The author considers, with a refreshing 
objectivity, the various influences, external 
and internal, which led from time to time 
to constitutional reform. He refers 
particularly to the Nigerian Press, to the 
Youth Movements, and to the activities 
of the political parties and their leaders, 
He does not underrate the difficulties of 
advance, of which the most serious is what 
he describes as “ tribal nationalism,” with 
its effect on the relationship between the 
legislatures and administrations of the 
Regions and of the Federal Government. 

These difficulties were made very 
obvious at the constitutional conferences 
which met in London and Lagos, and it is 
perhaps as much to the credit of the 
much-maligned Colonial Office as to the 
Nigerian leaders themselves that so many 
of these difficulties were overcome by 
compromise. At the same time, Dr Ezera 
emphasizes that, as regards the federal 
organization which resulted from the 1954 
conferences, it was “the Nigerians with 
only the reluctant consent of the British 
Government, that created ‘three states 
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and two territories’ for Nigeria,” and he 
quotes from an editorial in a militantly 
nationalistic organ that “the revised 
constitution is the handiwork of Nigerians. 
Whatever may be the fault of the British, 
they cannot be accused of having influenced 
the decisions of the London and Lagos 
constitutional conferences.” 


The last chapter of the book deals with 
the problems with which independent 
Nigeria is faced, not the least of these 
being the minorities in the three Regions. 
In this connection the author writes (in 
the Preface) : 


“The Nigerian federal problem is 
interwoven with the question of dividing 
the country into more states. This 
division is proposed at the same time to 
satisfy the increasing demands of 
minority groups within the existing 
Regions and also to secure most 
effectively the continued unity of the 
country. At the moment of writing, 
there is no doubt that Nigeria, before 
and after independence, will continue 
to be a federal country. The period of 
danger when the country could have 
degenerated into a confederation or 
disintegrated into three separate states 
is now past.” 


Let us hope that Dr Ezera is correct in 
this. 


The final paragraph of the volume 
reads : 


“There can be no doubt that, for 
many years to come, Nigeria will still 
need the West, its capital, skills, political 
experience and industrial know-how in 
exploiting her natural resources. By 
virtue of her population, an economically 
strong and well-integrated Nigeria will 
be able not only to collaborate with 
other African states to nurture the 
growth of the African personality but 
also to speak for Africans in the counsels 
of the world with a weight far beyond 
the expectations of the other smaller 
African territories. One fervently hopes 
that the Nigerian leaders to whom 
political control will be handed on 
Ist October 1960 will be men of sterling 





BOOK REVIEWS 


character and selfless devotion to duty, 

of vision and sound judgment, who will 

exercise their newly-won power with 
great responsibility.” 

Those who know Nigeria and its leaders 
are confident that these hopes will be 
realized, and that Nigeria will prove a 
valuable asset—and model—to Africa and 
the rest of the world. 


Tradition and Change 


By MARGARET STACEY. 


It is becoming a commonplace to discuss 
recent British social development in terms 
of the transition from a society dominated 
by local loyalties and traditional values to 
one in which ambitious people are 
geographically mobile, local communities 
are (in some sense) losing their identity, 
and traditional values are being replaced 
by the values (whatever these are) of mass 
society. Analyses of this transition, besides 
being interesting in themselves, can throw 
light on the problems of conurbations, the 
decline in interest in local government, the 
growth of juvenile delinquency, and a host 
of other questions of topical importance. 
Mrs Stacey’s book is a valuable attempt 
to make such an analysis in respect of 
Banbury, an excellent choice in that it is 
an old-fashioned market town which has 
been transformed by the growth of a new 
industry (aluminium processing) and the 
consequent arrival of large numbers of 
workers from other areas. 

In so far as the book is not a complete 
success, this is because of the author’s 
failure to cope satisfactorily with the 
methodological problems involved. 
Broadly speaking, there are two ways of 
setting about such a study. First, one 
can proceed by interviewing a fairly large 
sample of citizens with a standardized 
questionnaire, in which case the con- 
clusions are established by statistical tables 
which verify propositions about the 
relations between geographical mobilit , 
type of employment, social and political 
attitudes, and various forms of behaviour. 
Second, one can follow the anthropological 
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to the author’s industry and lack of bias, 
It is easy and pleasant to read. There are 
three maps and a useful bibliography. 
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approach, participate in the life of the 
town, and conduct long unstructured 
interviews with a relatively small number 
of people. In this case the conclusions are 
established not by statistics but by a 
wealth of circumstantial evidence, by 
quotations and examples, and by the 
creation of artistic effect. 

If one is clever one can combine these 
approaches by starting with the second 
one and then using a questionnaire to 
check the validity of certain propositions 
which emerge. In this study, however, 
the author appears to have reversed this 
process, starting with a questionnaire and 
then losing confidence in that method. 
The result is that, although 2,000 people 
were interviewed, the resulting statistics 
are not deployed so as to establish or refute 
anything of very much interest. Students 
of political behaviour will go into the 
nearest pub and cry in their beer when 
they think of how much might have been 
got out of interviews with such a large 
sample. 

Besides her failure to make much of the 
statistics, Mrs Stacey is rather vague about 
definitions. Thus, the central distinction 
of the whole book is between traditionalists 
and non-traditionalists, and this is defined. 
by saying that traditionalists work in 
traditional industries, “‘ are part of the 
traditional social structure,” and live by 
“traditional values and customs.” We 
are also told that traditionalists are anti- 
Labour, and at first it appears that this 
is an empirical generalization which could 
be better expressed in the form 
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“XX per cent. of traditionalists are anti- 
Labour.” Later, however, it becomes 
apparent that this is part of the definition 
of a traditionalist, which raises the question 
of the status of people who satisfy some 
parts of this definition, but not others. 
I did not find the answer to this until 
p. 173, in the final chapter of the book, 
where it is made clear in a diagram that 
in this case politics is the crucial test: a 
man who votes Labour is a non-tradi- 
tionalist, even though he works in a 
traditional industry, has lived in the town 
all his life, and has all the other char- 
acteristics of a traditionalist. I would 
have been happier if this had been stated 
(and justified) much earlier. 

Another methodological weakness is the 
treatment of social status in the first six 
chapters. The Hall-Jones scale is used in 
presenting the material, without any 
justification except, presumably, that it 
was available. But in Chapter 8, Mrs 
Stacey makes a detai'ed analysis of social 


class and social status in Banbury which 
demonstrates exactly how useless and 
misleading the Hall-Jones scale is. She 
is so much better at qualitative than at 
quantitative analysis that it seems a pity 
she did not follow the anthropological 
approach from the beginning. 

These weaknesses apart, the book is 
very helpful. It contains a wealth of 
observation about neighbourliness, family 
relationships and religion. The analysis 
of social status is the best I have ever 
seen, and should be read three times by 
all future sociological researchers. There 
are some admirable diagrams showing the 
connections between voluntary and political 
associations. The book tells us a great 
deal about English social life, and it is 
to be hoped that the author will be able 
to apply her very considerable experience 
of social investigation in further studies. 


A. H. Bircu 


Elections in Developing Countries 


By T. E. SMITH, 0O.B.E. 


THE “ developing countries ” of the title 
are those which recently we have been 
calling “‘ underdeveloped ” and once called 
* backward,” in so far as we did not 
describe them simply as colonies. Not 
economic change but imexperience of 
elections and lack of records and machinery 
for holding them is the problem which 
they have in common. Mr Smith’s 
approach to this problem is administrative 
and not political; an election as he 
presents it is not a campaign but an 
operation, the concern not of candidates 
but of registration officers, presiding 
officers and poll clerks. He writes out of 
his own experience as Supervisor of 
Elections—as an administrative officer of 
the Overseas Civil Service—in Malaya in 
1955, supported by his subsequent work 
as a Research Fellow of Nuffield College. 
An introduction is provided by Mr B. 
Keith-Lucas of that institution, who has 
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both encouraged the production of the 
work and contributed significantly to the 
situation which it studies. 

The delimitation of constituencies and 
polling districts, the registration of voters, 
the franchise, provisions for minority 
communities, qualifications and disquali- 
fications of candidates, requirements and 
procedure for nomination, regulations as 
to election expenses, polling and counting 
procedures, with an account of arrange- 
ments for postal and proxy voting form 
the main headings of the examination. 
The author austerely declines to pass 
judgment on questions of morality, 
claiming only to describe. Though he 
permits himself a chapter of conclusions 
the points made in it are few ; he expresses 
a well supported preference for a system 
in which government seeks out the 
qualified voter for registration rather than 
requiring him to make application, he 
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suggests that the marked ballot paper and 
the single ballot box, with its advantage 
of security, may be more practical for 
illiterates than has hitherto been supposed 
and that with the growth of literacy the 
currently favoured multiple ballot box 
method is in any case likely to lose ground, 
he casts doubt on the necessity for the 
validation of ballot papers with an official 
mark upon issue. His book is apparently 
addressed mainly to the practical admin- 
istrator in this field and is designed to 
suggest the variety of practice already 
existing and so provide a basis of criticism 
of the local formula. Here, however, it 
is somewhat uneven; information is 
presumably not sufficiently complete for 
all countries on all points to allow of the 
compilation of a comprehensive work of 
reference. [Illustrative examples on the 
several points are therefore taken from 
different selections of countries, often 
without any clearly indicated principle of 
selection except availability, and in 
markedly varying degrees of detail. Some 
of the comparative examples from more 
developed countries also seem a little 
oddly chosen ; in particular, the relevance 
of those from the U.S.A. is not always 
apparent. But in the process much useful 
information is gathered together in this 
book as nowhere else. 

It is, even so, hard to avoid a suspicion 
that the austere self-limitation to the 
world of the administrator is to some 
extent self-defeating. Mr Keith-Lucas 
writes in terms of assessment of results, 


even if Mr Smith does not, suggesting 
that in the work attention has been 
concentrated on questions of how to make 
elections “ so far as possible free and just 

. to find out what has worked well and 
what has not.” But what is free and 
what is just and what works well can only 
be fully assessed in knowledge of the 
attitudes of those for whom the service is 
provided. Elections not only elicit, but 
help to form, a popular will. They are 
one of the rituals by which people are 
induced to feel a sense of commitment to 
the decisions taken in their name. Con- 
sequently, the most important criterion of 
the goodness or badness of an election is 
its persuasive power. It may be un- 
important that the system of voting by a 
plurality of ballot boxes is easily corrup- 
tible if the illiterate and unsophisticated 
elector does not care about this and is 
more impressed by the solemnity of the 
screened room with its row of symbols 
and candidates’ photographs than he 
would be by the imperfectly understood 
and perhaps suspected process of making 
marks on pieces of paper, as he well may 
be. This is something more important 
than the convenience of the administrator. 
But at present we cannot blame Mr Smith 
for not telling us about this or expect 
anyone else to do so. The voter in most 
of the countries studied is silent; his 
administrative servants can and do speak 
to us. 


Derek J. R. Scott 


The Expert and Administration in New Zealand 


Edited by N. C. ANGusS. 
University Press. 15s. 


Tus volume contains nine papers and an 
introductory essay. Many of the authors 
are themselves experts, which means in 
practice that they are also administrators. 
This very fact underlines one of the 
peculiarities of the distinction so con- 
fidently made by most people between 
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administrators and experts. But in fact 
many administrators must be experts of 
one kind or another, and many experts 
must do a lot of administrative work. 
Rigid separation into two species is just 
impossible, and the attempt to do this 
creates unnecessary problems. 
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There are perhaps three principal 
questions affecting the expert and admin- 
istration. The first of these arises from 
the fact that the extensive functions of 
modern government require the employ- 
ment of a large number of professionally 
qualified experts to help provide the 
information upon which decisions can be 
made, and to assist in carrying out the 
decisions once they are made. This poses 
the problem of defining the functions of 
such experts, their status, their relations 
with administrators who are not experts 
and with politicians. As some of these 
essays emphasize, it is no longer possible 
to regard experts as just being “‘ on tap” 
to give advice when asked to. They must 
be brought into the main stream of 
administration and given the opportunity 
of appreciating how their work fits into 
the pattern of policy-making in a demo- 
cratic society. If this is not done the 
expert faces frustration, and society invites 
the waste of his knowledge and abilities. 


The second problem concerns the use 
of experts as administrators. The expert 
has by training particular interests and 
knowledge, whereas successful administra- 
tion requires subordination of these to 
more general considerations such as 
government policy, finance, political 
feelings and interests, the effects of a 
decision on other branches of the govern- 
ment, effective and economical organiza- 
tion, human relations and so on. All this 
means that the expert can become a good 
administrator only by giving up to some 
extent his preoccupations gua expert. 
These essays suggest that in a smaller 
country such as New Zealand, where 
incidentally there is no administrative 
Civil Service recruited by competition 
from university graduates, it is perhaps 
easier to bring the expert into administra- 
tion at the age of forty or so than it would 
be in this country. This may partly 
account for the train of thought in 
Dr Beeby’s essay on “ The Control of the 
Expert,” in which (drawing on his own 
experience as Director of Education for 
New Zealand) he rejects any sharp division 
between expert and administrator and 
illustrates how various experts can be 
brought successfully into the higher levels 
of general administration. He concludes 
with an interesting suggestion for a new 
type of administrative service recruited 
from both professional and _ clerical 
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has a wider connotation than here and the 
term is applied to all types of general, 
non-expert officials.) 


Thirdly, there is a problem which is not 
brought out very clearly in any of these 
essays, perhaps because it is more relevant 
to British than to New Zealand conditions. 
It is that our ideas of the right sort of 
education and training as a basis for 
administration are still too much influenced 
by nineteenth century beliefs. The 
humanities are still regarded as in some 
ways wider, more liberal than the sciences. 
From this proposition—which would have 
appeared odd at many periods in the past 
and is no longer regarded as self-evident 
in either the U.S.A. or the U.S.S.R.— 
we conclude that administrators ought 
normally to have had an education in the 
humanities, and that experts tend to be 
narrow-minded enthusiasts who are safer 
if under firm control. In a review one 
cannot go into this point in detail. It is 
enough to note that if the academic 
backgrounds of administrators were more 
varied, and if there were training systems 
which ensured that they all shared a 
grounding in certain subjects essential to 
intelligent administration, then the problem 
of the experts in administration would be 
much reduced. The administrative field 
would be enriched, and co-operation with 
the expert would often be easier. 


These essays are concerned with these 
and similar problems and have plenty of 
sensible comments to offer. They also 
provide some information on problems 
peculiar to New Zealand and bring out 
some of the contrasts between administra- 
tion in that country and in Britain or in 
other large European states. The quality 
of the essays is rather uneven. One or 
two say very little, but those of Dr Beeby 
and Mr T. P. Shand, a former Cabinet 
Minister, are both stimulating and in- 
formative. Mr Shand’s remarks about 
Cabinet procedures strike the English 
reader as novel, so accustomed is he to the 
cloak of secrecy shrouding No. 10. 


N. JOHNSON 
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The Federal Government and Metropolitan Areas 


By R. H. Connery and R. H. Leacw. Harvard University Press. 


University Press. Pp. 275. 38s. 


IN recent years the literature on metro- 
politan government in the United States 
has grown to such proportions as to daunt 
all but the most intrepid student of 
American political institutions. Here, 
however, is a book which sets down in 
less than 300 pages a concise analysis of 
an important aspect of this field, making 
comparatively few demands on the previous 
knowledge of the reader and offering an 
instructive picture of the implications for 
a highly urbanized industrial society of a 
federal system of government. 

The book is the first volume in the 
Governmental Affairs Institute’s Govern- 
ment of Metropolitan Areas Project, and 
was made possible by the Edgar Stern 
Family Fund. Its purpose is to examine 
and dissect the various strands of federal 
policy toward metropolitan areas in the 
United States and suggest in the light of 
the evidence the way in which these 
policies, and the machinery for imple- 
menting them, can be improved. It 
should be noted that the term “ metro- 
politan area”? has a somewhat different 
meaning in the United States to that 
usually accepted in Britain. It refers to 
the standard metropolitan _ statistical 
district, defined by the Bureau of the 
Census as a county or a group of contiguous 
counties which contain at least one city 
of 50,000 or more inhabitants. 

The early chapters provide a detailed 
account of federal policies in recent years 
covering the fields of housing, highways, 
water resources and pollution control, 
airports, military installations, civil defence, 
air pollution, and recreation facilities. In 
addition, there is an informative chapter 
sketching the history of the various local 
government interest groups and their 
activities in relation to metropolitan areas, 
plus two absorbing chapters on the role 
of Congress and the President in this field. 
The authors devote the rest of the book 
to a closely argued case against creating 
a new executive department for Urban 
Affairs and in favour of an agency attached 
to the Executive Office of the President. 

Professors Leach and Connery have 
managed to cram a surprising amount of 
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information into their book and although 
much of it is relevant only to the United 
States it does, nevertheless, include a 
number of timely warnings for English 
readers. Those who would like our own 
government to embark on a massive 
highway building programme, for example, 
should ponder the section of this book 
devoted to federal highway policy. The 
authors clearly demonstrate the self- 
defeating results of such a policy if it is 
not preceded by the creation of adequate 
local machinery in large urban areas 
exercising the closely related functions of 
planning, traffic management, public 
transport and housing. 

The broad thesis of the book is that 
the nature of the metropolitan problem is 
such that it is beyond the resources of the 
individual states to tackle unaided. And 
in those metropolitan areas which overlap 
state boundaries, and in some cases 
international boundaries, action can only 
properly be taken by the federal govern- 
ment. 

The authors emphasize the crucial 
importance of metropolitan areas in the 
national context, “‘ with their huge popu- 
lations, their dynamic economies, their 
world influence and social importance,” 
which they feel make it essential that the 
federal government give them “a greater 
share of its attention than they so far have 
been accorded.” To some extent this 
importance has been recognized by the 
federal government which has devoted 
considerable financial aid for individual 
services in metropolitan areas. The 
problem is that most of this aid has been 
haphazard, each programme is planned 
separately and there is no consultation 
among the different agencies carrying them 
out. Nor is sufficient reference made to 
the impact of the programmes on the 
areas to which they are directed. “Asa, 
consequence federal programmes are badly 
co-ordinated so far as metropolitan areas 
are concerned, both among themselves 
and in terms of state and local programmes 
in the same areas.” 

What is needed, the authors conclude, 
is some new machinery within the federal 
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structure specifically devoted to metro- 
politan problems which can amass the 
necessary data upon which a coherent 
federal policy can be devised. Since 
Congress, although concerned about metro- 
politan areas, has shown itself to be largely 
indifferent to giving a lead in tackling their 
problems, and under the federal system 
is likely to remain so, any machinery 
designed to serve metropolitan needs must 
be located with the Executive. They 
therefore suggest that a Council on 
Metropolitan Areas be created by statute 
as a staff agency modelled on the same 
lines as the Council of Economic Advisors. 
It would form part of the Executive Office 
of the President, providing continuous 
research on the impact of federal pro- 
grammes and make recommendations to 
the President on their co-ordination. 
They are fully aware of the need for 
Congressional participation in the work of 
the agency, however, and they point to 
the history of the National Resources 
Planning Board as an example of a federal 
staff agency which failed because it did 
not have strong links with Congress. 
They suggest that this requirement be 
met by creating a select committee of one 
or other of the two houses. The President 


would submit an annual report to Congress 


on metropolitan problems which would 
be referred to the select committee for 
study and action. 

The authors recognize that any changes 
in the federal administration alone will not 
solve the problems of metropolitan areas. 
Some reform of the local government 
structure will also be necessary and they 
advocate that the federal government 
should, via its grants-in-aid programmes, 
give direct encouragement “ to the creation 


of larger units of government to fit the 
present social and economic realities of 
metropolitan areas. In particular it ought 
not to require the continued existence of 
outmoded local government units by 
limiting its grants to cities where action 
over a larger area is needed.” 

It is one of the considerable merits of 
this book that it not only delineates the 
problems but also offers a solution to them. 
But one of the dangers of advocating 
solutions involving changes in the 
machinery of government is that too much 
weight is inevitably placed on their ability, 
single-handed as it were, to overcome the 
problems involved. And less weight tends 
to be given to other factors which lie 
outside the ambit of changes in the 
governmental structure. As one ticks off 
the long catalogue of the inadequacies of 
present federal policy in metropolitan 
areas which the authors list, one wonders 
whether there are not deeper forces at 
work than they are willing to recognize. 
This suspicion is strengthened when they 
discuss the comparative success of the 
agricultural lobbyists in getting federal 
government aid as compared with urban 
interests. Surely the agricultural pressure 
groups are successful precisely because 
they represent a comparatively unified 
producer interest, whereas there is no 
producer interest directly involved in 
urban problems. A more explicit recog- 
nition of this crucial weakness of any 
reform of urban government would have 
given the book added strength and, 
perhaps, reduced the list of benefits which 
the authors claim their scheme of reform 
will reap. 


L. J. SHARPE 
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American Foreign Policy : 
Theory and Reality 


By Louis J. HALte. George Allen & 
Unwin Ltd., 1960. Pp. 327. 25s. 


. A NATION’S policy is at least as 
much the product of its history as it is of 
contemporary challenges.” With this 
thought in mind, the author seeks the 
explanation of present American foreign 
policy in the past. But although he adopts 
an historical approach to his subject, 
Mr Halle stresses that it is not the facts 
of past experiences themselves which are 
important for his purpose, but the 
illustrations which they provide of the 
kind of experience which has shaped the 
pattern of American policy in the inter- 
national field. 


“<6 


Pooling of Local Authority Loans 


By W. W. AYLING and J. A. NEALE. 
Institute of Municipal Treasurers and 
Accountants, 1960. Pp. 157. 25s. 


A NEW addition to the series of research 
studies into practical problems of local 
government finance promoted by the 
Research Committee of the Institute of 
Municipal Treasurers and Accountants. 
It was designed to meet the need among 
individual financial officers for information 
about the pooling of loans—the procedure 
to be adopted in setting up a fund and 
on the day to day administration. 


Government by Appointment 
P.E.P., 1960. 3s. 6d. 


Tuts P.E.P. Planning broadsheet deals 
with the growing number of posts of a 
governmental nature filled by appointment 
as distinct from election or promotion. 
These include membership of advisory 
committees and committees of enquiry ; 
of quasi-judicial tribunals; of Regional 
Hospital Boards and Hospital Management 
Committees; of County Agricultural 
Executive Committees; of Regional 


Boards for Industry; and various other 
bodies ranging from the Bank of England 
to the Racecourse Betting Control Board, 
not to mention Justices of the Peace and 
various local advisory committees. The 
broadsheet discusses the extent of the 
practice, methods of appointment and the 
problems to which it gives rise. It is 
part of the results of a two-year study on 
government and administration which 
P.E.P. has been carrying out. A 230-page 
report, “‘ Advisory Committees in British 
Government,” was published in July 1960 
and reviewed in the Winter issue of this 
Journal. 


This Little Band of Prophets 


By ANNE FREMANTLE. George Allen & 
Unwin Ltd., 1960. Pp. 256. 28s. 


Sus-TITLED “A Story of the Gentle 
Fabians,”’ this book discusses the influence 
on the social and political climate of the 
twentieth century of that notable group of 
intellectuals who formed the nucleus of 
the Fabian Society in its early years. 
Despite the seemingly irreverent comments 
which frequently mark her portraits, the 
author leaves us in no doubt as to the 
substantial part played by the Fabians in 
changing the structure of British society. 


Imperialism and Social Reform 


By BERNARD SEMMEL. George Allen & 
Unwin Ltd., 1960. Pp. 283. 28s. 


SOCIAL imperialism was an attempt to 
replace international proletarian solidarity 
by demonstrating, through social welfare 
concessions, that working class interests 
could be furthered by the advantages their 
nation-state gained over other nation- 
states. What little attention this subject 
has received from scholars has been’ 
mainly devoted to assessing its con- 
tribution to Fascism on the Continent. 
Mr Semmel’s book, however, deals with 
the course of social-imperialism in Britain 
between 1895 and 1914. He discusses the 
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rival imperialist programmes of the 
Liberal-Imperialists, Roseberry, Asquith 
and Haldane, and of Joseph Chamberlain 
and the Tariff Reform League. He also 
examines the individual formulations of 
social-imperial concepts by the Fabian 
Socialists, especially Sidney Webb and 
Bernard Shaw; by Robert Blatchford, 
Editor of the Clarion; by the Social- 
Darwinists, Karl Pearson and Benjamin 
Kidd ; by the economic historians, W. J. 
Ashley and William Cunningham, and by 
the economist and geographer, H. J. 
Mackinder. 


Truman Speaks 


Columbia University Press. London: 
Oxford University Press, 1960. Pp. 133. 
24s. 


“I WASN’T one of the great Presidents, 
but I had a good time trying to be one, 
I can tell you that.” This is one of many 
lively remarks made by the former 
President of the United States which 
appear in this book. The book itself is 
essentially a verbatim report of a pro- 
gramme of lectures and discussions on 
American government given by Mr 
Truman at Columbia University in April 
1959. 


The True Face of Duplessis 


By PreRRE LAPORTE. 
Limited, Montreal, 
lls. (paper), 25s. (cloth). 
Maurice DUvuPLESSIS was one of those 
colourful, aggressive politicians we fre- 
quently associate with the North American 


Harvest House 
1960. Pp. 140. 


scene. Prime Minister of Quebec for 
two decades, “ Few politicians have been 
so worshipped and detested at one and the 
same time,” say the publishers. The 
author, a veteran correspondent of the 
newspaper Le Devoir, spent fifteen years 
in the Quebec legislative press gallery 
observing his subject. 


Training Scheme for 

Hospital Welfare Workers 
By ROSEMARY Gray. Manchester 
Regional Hospital Board, 1960. Pp. 45. 
2s. 

A REPORT on the detailed operation of a 


training scheme for hospital welfare 
workers, which was instituted three years 
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ago on an experimental basis by the 
Manchester Regional Hospital Board in 
conjunction with Manchester University, 
the Manchester Regional Committee of 
the Institute of Almoners and the Ministry 
of Health. 


Clerical Fob Grading 


Office Management Association, 1960. 

Pp. 91. 35s. 
THE present volume is a revision and 
enlargement of the earlier editions of 1951 
and 1954, and now claims to include 
specifications for all aspects of clerical 
work common to the great majority of 
commercial and industrial organizations. 


Peace at the Last : 
A Survey of Terminal Care in the 
United Kingdom 


By H. L. Gryn HuGues. A Report to 
the Calouste Gulbenkian Foundation, 
1960. Pp. 63. 5s. 


THis is a survey of the problem of terminal 
care for persons with an _ estimated 
expectation of life of not longer than 
twelve months and in particular the 
provisions for care and treatment in the 
very last stages of their life. The report 
is based on information from a wide range 
of sources, including medical officers of 
health, senior administrative medical 
officers responsible for hospital services, 
voluntary organizations of many kinds, 
general practitioners and councils of 
social service. Visits were also made to 
a cross-section of every type of establish- 
ment. 


Constitutional Law 


By Lionet ALEXANDER. Sweet and 
Maxwell Ltd., 1960. Pp. 84. 7s. 6d. 


Tus book is one of the aids to students 
published in the Nutshell Series. It is 
intended to be used in conjunction with 
Professor Hood Phillips’s Constitutional 
Law, Second Edition, on which it is based. 
Following two introductory chapters on 
the nature and scope of constitutional law 
and general characteristics of the British 
Constitution, there are sections on Par- 
liament, the Crown and Central Govern- 
ment, Administrative Law, the Church, 
the Judicial System, Rights and Duties of 
the Citizen, and the Commonwealth. 





RECENT GOVERNMENT PUBLICATIONS 


Freight and the Metropolis 


By BENJAMIN CHINITZ. Harvard 
University Press. London: Oxford 
University Press, 1960. Pp. 211. 36s. 


THE sixth volume to appear in the New 
York Metropolitan Region Study which 
is being undertaken by the Harvard 
Graduate School of Public Administration 
for the Regional Plan Association. This 
book deals with the two aspects of freight 
transportation which are likely to have the 
greatest effect on the future growth and 
structure of the Region’s economy: 
firstly, the foreign trade moving through 
the Port of New York, and secondly, how 
the conditions of freight transportation in 
the Region affect the performance and 
location of other industries, notably the 
manufacturing industries. 


The Control of Monopoly in the 
United Kingdom 
By Paut G. GUENAULT and J. M. 


JACKSON. Longmans, Green, 1960. 
Pp. 197. 25s. 


THE authors reveal the cautious approach 
to control of monopolistic practices in the 


United Kingdom compared with action 
taken by governments in other countries. 
A detailed analysis of the Monopolies and 
Restrictive Practices (Inquiry and Control) 
Act, 1948, and its effects illustrates their 
argument. They then analyse twenty-two 
reports of the Monopolies Commission 
which show the extent and variety of 
restrictive trade practices in British 
industry, which leads them to a discussion 
of the Restrictive Trade Practices Act, 
1956. 


Historical Statistics of the 

United States : 

Colonial Times to 1957 
U.S. Bureau of the Census, Washington, 
D.C., 1960. Pp. 789. $6.00 


AN authoritative volume containing a mine 
of statistical information on a wide variety 
of subjects. 


RECENT GOVERNMENT PUBLICATIONS 





The following official publications issued 
by H.M.S.O. are of particular interest 
to those engaged in, or studying, public 
administration. The documents are avail- 
able in the Library of the Institute. 


BRITISH BROADCASTING CORPORATION 
Annual report and accounts 1959-60. 
Cmnd. 1174. pp. 175. Illus. 1960. 9s. 
BRITISH EUROPEAN AIRWAYS 


Annual report and 
H.C. 267. pp. 105. 
1960. 8s. 


accounts 1959-60. 
Illus., folding tabs. 


Crvit SERVICE COMMISSION 


Report of H.M. Civil Service Commissioners 
for the period 1st April 1959 to 31st March 
1960. (94th report.) pp. 39. 1960. 
21s. 6d. 


COLONIAL OFFICE 


Report of the Nyasaland Commission of 
Inquiry. Cmnd. 814. pp. viii, 146. 
1959. 7s. 

Service with overseas governments. 
1193. pp. 21. 1960. Is. 3d. 


Cmnd., 
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COMMONWEALTH RELATIONS OFFICE 


Technical co-operation under the Colombo 
Plan. Report for 1959-60 of the Council 
for Technical Co-operation in South and 
South-East Asia. Colombo, October 1960. 
pp. 78. 1960. 4s. 6d. 


DEPARTMENT OF SCIENTIFIC AND 
INDUSTRIAL RESEARCH 


Problems of Progress in Industry No. 9— 
Automation and Skill (by E. R. F. W. 
Crossman). pp. 58. Bibliog. 1960. 
3s. 6d. 


LABOUR, MINISTRY OF 


Annual Report of the Chief Inspector of 
Factories 1959. Cmnd. 1107. pp. 128. 
Folding tabs. 1960. 7s. 


New Towns Act 


Reports of the Development Corporations for 
the period ended 31st March 1960. 
H.C. 287. pp. 460. 1960. £1 2s. Od. 


PRIME MINISTER 


Report of the Advisory Commission on the 
Review of the Constitution of Rhodesia and 
Nyasaland. Cmnd. 1148. pp. 175. 
1960. 8s. 


Folding map in pocket. 


ROYAL COMMISSION ON 
LocaL GOVERNMENT IN GREATER LONDON 
Report. 1957-60. Cmnd. 1164. pp. ix, 


373. 1960. 28s.+separate folder of maps 
+ Minutes of Evidence 1-70 and appendices. 


RoyAL COMMISSION ON THE POLICE 
Interim Report. Cmnd. 1222. pp. v, 77. 
1960. 5s. 


SELECT COMMITTEE ON ESTIMATES 


Minutes of the Proceedings. 1958-59. 
H.C. 317. pp. 16. 1959. 1s. 


SELECT COMMITTEE ON ESTIMATES 1959-60 


First report—The Admiralty Headquarters 
Organization. H.C. 249. pp. xxvii, 297. 
1960. 16s. 


Second report—Board of Trade. 
258. pp. xxxiv, 341. 1960. 17s. 


Third report—The Central Office of 
Information. H.C. 259. pp. xxi, 296. 
1960. 14s, 


Fourth report—Colonial Office. 
pp. xxxvii, 280. 1960. 14s. 


Fifth report—Historic Buildings and 
Ancient Monuments. H.C. 274. pp. 
xxxiii, 326. 1960. 16s. 


H.C. 


H.C. 260. 


SELECT COMMITTEE ON 
NATIONALIZED INDUSTRIES 


Report on British Railways. H.C. 254-1. 
pp. cvi, 503. 1960. £1 2s. 6d. 


TRANSPORT, MINISTRY OF 
Roads in England and Wales. 


the year 1958-59. H.C. 42. 
1959. 6s. 


Report for 
pp. iv, 94. 


‘TREASURY 
United Kingdom Balance of Payments 


1957-60. Cmnd. 1188. pp. 27. 1960. 
ls. 6d. 


UNIVERSITY GRANTS COMMITTEE 


Returns from universities and university 
colleges in receipt of Treasury Grant, 
academic year 1958-59. Cmnd. 1156. 
pp. 158. Folding tabs. 1960. 4s. 6d. 


The Superannuation of University Teachers. 
Report of a committee. pp. iv, 55. 1960. 
3s. 6d. 














Institute Regional Groups 


Names and Addresses of Group Secretaries 


Berks, Bucks and Oxford 
N. D. B. Sage 


Birmingham and West Midlands 
N. B. Mitchell 


Brighton and Sussex 
R. W. Diggens, M.B.£. 


Cambridge and East —— 
J. W. Taylor .. 


Central and North Yorkshire 
A. Dent 


ene and East Scotland 


Exeter and South-West Engiand 
A. Dunsire 


Newcastle and Northern England 
A. Currie 


North Western 
A. Livingstone 


Northern Ireland 
J. Shuttleworth, 0.B.£. 


ss and East Midlands 
B. W. Hughes ‘ 


South Wales and ee 
R. G. Williams > 


Treasurer, Bullingdon R.D.C., 76 
Banbury Road, ‘ord. 


41 Kidderminster Road, West 
Hagley, Stourbridge. 


South-Eastern Electricity Board, 
10 Queen’s Gardens, Hove 3, 
Sussex. 


The Cambridgeshire Technical 
College and School of Art, Collier 
Road, Cambridge. 


Yorkshire Electricity Board, 
Wetherby Road, Scarcroft, Leeds. 


O. & M. Service, City Chambers, 
Edinburgh, 1. 


The University, Exeter. 


Council Buildings, Felling, 
Gateshead 10. 


Main Building, The University, 
Manchester, 13, 


Lowood, Helen’s Bay, Nr. Belfast. 


Ministry of Pensions and National 
Insurance, Block 3, Government 
Buildings, Chalfont Drive, 
Nottingham. 


Electricity Offices, St. Mellons, 
Cardiff. 
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